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DOCUMENTS EXPEDITING PROJEC" 


LETTER OF SUBMITTAL 


JuLyY 2, 1954; 
Hon. Stytes Brinagss, 
Chairman, Senate Appropi lations Committee, 
United State S Se nate 2 Wash ingtor : D. ey. 


Dear Mr. CHatrMAn: I am attaching hereto a staff report prepared 
by the Investigations Division of the Senate Appropriations Com- 
mittee. The material set forth in this report is the result of study 
and investigation work, including a visit to the United Kingdom by 
Agent Bernard Van Rensselaer, who prepared the report. 

The report attempts to describe in uninvolved terms what is 
actually a very involved subject. It is a situation which was fore 
seeable, namely, that the buildup of certain industries abroad would 
eventually imperil the economic health of vital industries in this 
country. There are reasons to believe that the situation outlined in 
this report is not peculiar to the aviation industry but reaches into 
other areas of endeavor as well 

It appears that one of the great problems facing the Congress at 
this time is the determination of the degree to which this Nation can 
because of military expediency build up the economic capacity of 
foreign competitors to the detriment of our own economic and military 
base. 

In view of recent public attention directed toward discussion of the 
Bricker amendment and toward the separation of powers between the 
executive and the lecislative, your attention Is also directed to an 
executive agreement calling for the appropriation of many millions of 
dollars concerning which the Congress was advised only piecemeal 

It is hoped that this report will contribute toward a solution which 
will reconcile these conflicting interests. 

Sincerely, 
Pauut E. Kamerick, Chief, Investigations. 
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UNITED STATES AID TO BRITISH AIRCRAFT 
PROGRAM 


This report is a case history of one of our many foreign-aid pro- 
grams. It attempts to give a factual account of the manner in which 
United States grant aid has been used to support the modernization 
of the Roval Air Force and the British aircraft industry, while at the 
same time the British Government has been able to reduce the income 
tax and to contribute large amounts from its national budget to sub- 
sidize the development of commercial jet transports to compete with 
United States airframe and engine builders and.our own international 
airlines. 

The story begins in 1942 when the British Government and air 
craft industry embarked upon an ambitious and_ well-conceived 
program to achieve postwar preeminence in the field of civil jet 
aviation. The program, which is still continuing, has been heavily 
subsidized and has produced several interesting jet transport proto- 
tvpes and one successful commercial aircraft which will soon appear 
in the United States. The effect of this subsidized program is causing 
concern to the United States aircraft industry which is beginning to 
be hurt 

In 1951 a team of United States aviation specialists visited Great 
Britain and later wrote a report the Hoekstra report) on the scope, 
methods, and cost of the British civil jet development program which 
was well publicized. It indicated that this program would have an 
increasing impact upon our own aircraft industry 

Against this background, the extent of United States aid to Great 
Britain and the uses to which it was put come into sharp focus 

Shortly before the end of fiscal year 1951 the Economie Coopera- 
tion Administration authorized grant aid to provide the British 
Government and aircraft industry with over 3,800 machine tools at 
an estimated cost of $76 million. Most of these tools were in short 
supply in this COUNTY The tools are presently being used for both 
military and commercial purposes as need requires. 

From 1950 to the present the United States through the Department 
of Defense, the Economic Cooperation Administration, the Mutual 
Security Agency, and the Foreign Operations Administration have 
extended aid to the British military air program and aircraft industry, 
amounting to approximately $750 million. In 1953, the same year 
in which the British Government voted to reduce its national income 
tax, the United States (fiscal vear 1953) grant aid to the United 
Kingdom amounted to approximately $409 million. This assistance 
was given upon the basis that the British were unable to meet their 
defense budget, carry through a program for the modernization of the 
Roval Air Force and at the same time fulfill their commitments to 
NATO without large-scale dollar aid from the United States. 
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The fiscal year 1955 request for the United Kingdom is approxi 
mately $225 million to continue support of the modernization plan of 
the Royal Air Force and to support the British aircraft contribution 
to NATO. It is inescapable that the large sums of money generated 
in the form of count rpart by use of United States grant-aid enabled 
the British Government to free from its national budget sufficient 
money to continue its support of its civil jet-transport development 

In April 1953 an executive agreement was made by certain United 
States officials with the British Government, subject to the action of 
Congress to provide the necessary appropriations, to support the 
British military air program over a 2-year period to the extent of 
approximately $500 million in offshore procurement, defense support, 
a special aireraft project, counterpart, and surplus agricultural 
commodities 

The first appropriations were sought and obtained in fiscal vear 1954 
but the nature of the executive agreement, its implications and the 
complex methods and procedures for carrying it into effect were never 
fully disclosed to the Congress. The second installment of grant-aid 

ow being requested in the fiscal year 1955 appropriations 

Four of the British planes being financed by the United States will 
be in the obsolescent stage when delivered to front-line squadrons 
One, a light bomber, is scheduled for withdrawal from the frontline 
in early 1957. Three of the fighters are unproved planes still in the 
experimental stage and two have never been fully tested or approved 
by the United States Air Fore None of the three fighters is capable 
of supersonic speed in level flight. The medium bombers included in 
by our own 


{ ited State linancing have not been tes v; Or evaluated 


Mh parts ilar loreign-aid program has many facets and ramifica- 
ions, some of them exceedingly complex it does not lend itself to 
anv short or simple outline The succeeding narration will attempt 
to tell the whol story as simply as possible and to bring out some of the 
implications and consequences of the executive agreement. It will also 


t 


endeavor to raise certain questions of policy suggested by our support 
f the British military air program in the hope that they may be of 
value to the Congress in determining the future of foreign aid 

lhe facts are considered in the hope that attention may focus upon 
the planning and execution of the mutual security program, as a whole, 
and bring forth answers to two questions, namely, what kind of foreign 
aid should the United States sponsor in the future, and how should it 
be administered 

Nothing in this report is intended to reflect upon the good faith of 
the British Government. The British officials responsible for the 
conduct of the Roval Air Force program have discharged their duties 
with competence. ‘They planned thoroughly, dealt frankly with their 
United States opposite numbers, and negotiated the Anglo-American 
agreement most skillfully The outcome was a financial arrangement 
highly advantageous to the British national interest and of dubious 
benefit to the United States 

A word of grateful acknowledgment is due Mr. Richard Chilver, 
\ssistant Under Secretary of State (Finance), and the representatives 
of Vickers Armstrong and DeHaviland who so kindly and unreservedly 
contributed information to this inquiry. 
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UNITED KINGDOM CIVII kT DEVELO! 


As early as 1942 the British began to give attention to the develop- 
ment of civil aviation in the postwar period They were motivated 
by a number of factors. First and foremost there was a matter of 
national pride and prestige There Was also 2 desire to obtain a com 
manding position in the air and to develop an industry that would 
produce exportable items in many parts of the world. Inasmuch as 
the British did not feel that they could hope to compete with the 
United States in the type of civil planes which we had developed and 
produced during the war, they determined to focus their attention 
upon the design and development of aircraft with a new form of pt 
pulsion They also decided not to attempt to compete mn the pro 
duction and sale of existing types of aircraft, but to look forward to 
the design of airframes and engines that would have an appeal and 
meet a demand in the markets seven or eight vears ahead. The 
turbojet and turboprop types of aircraft have since been evolved and 
are still in development 

This program from its inception was a Government sponsored and 
subsidized project. In 1942 the British Government appointed a 
committee of aviation experts under the leadership of Lord Brabazon 
which spent some 3 years in examining into the various types of jet- 
propelled aircraft that might be usefully developed, preparing general 
specifications and making recommendations for further action to the 
Ministry of Supply. These preliminary steps were all taken in 
cooperation and consultation with the various outstanding airframe 
and engine manufacturers 


ro 


ESTIMATE OF SUBSIDIZATION 


The British Government since that time has been extremely active 
in stimulating and financing the initial costs of the development of a 
number of civil jet prototypes. Up to 1950 it has been estimated by 
the Foreign S irvey Group of the Civil Aeronautics Administration 
that the total amount of British Government subsidies to the develop 
ment of civil jet transports amounted to approximately $400 million 
This estimate which has been widely circulated and is included in a 
report issued by the group in 1951 has never so far as we can determu 
been seriously challenged An effort has been made by the Civil 
Aeronautics Administration and the staff of the Division of Investi 
gations to ascertain the amount of subsidies granted by the British 
Government to civil jet development between 1950 and 1954. These 
attempts have been unsuccessful. 

We have been informed by British authorities that it would be 
impossible to arrive at any true figure inasmuch as the costs of military 
and civil aviation development are inextricably intertwined. How 
ever, it has been admitted that the amount of civil jet subsidies is 
very considerable In a statement on Mareh 2, 1954, the British 
Ministrv of Defense said that the British Government had subsidized 
the British aircraft industry to the extent of approximately $19.6 
million prior to July 1950, and $308 million since that date. These 
funds were used for capital assistance, buildings, and plants The 
phrase “capital assistance’? may or may not include some of the 
engineering costs in the development of prototypes but the overall 
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figures do not extend to prototype construction and testing. Since 
the principal airframe manufacturers and engine builders are engaged 
in both military and civil aircraft production, it must be assumed that 
a substantial proportion of the entire investment ts attributable in 


the form of subsidy to the development of civil jets in accordance with 


the overall national program. 
UNITED STATES EMBASSY STATEMENT 


At the request of the Chairman of the Senate Committee on Appro 
priations the staff of the United States Embassy in London has 
prepared a paper entitled, “Direct and Indirect British Governmental 
Assistance to Commercial Aircraft Development Since the War.” 
The following excerpts summarize the scope and nature of this 


assistance 


Despite the unavailability of actual cost figures, it is obvious that official 
British assistance to civil aircraft deve lopment since the war has been sub- 
stantial It has also been given deliberately as an activity they consider to 
be in t r national self-interest. * * * ‘British civil aircraft development ha 
received government assistance through (1) direct aid to civil aircraft manu 


facturers; (2) operating subsidies to the nationalized airlines: (3) capital invest 


ment in the airlines; and (4) the provision of various services, particularly t¢ 


airiine operators 


(J Direct aid to manufacturers 


This type of aid usually takes the form of a contract to purchase 1 or 2 


prototypes ol & speciii aircraft Most contracts also provide an amount for the 
testing leading to a certificate of airworthiness; for this aid the Government 
reserves its right to recapture a percentage of the proceeds from each aircraft 
later sold commercially \ssistance for engine development has usually been 
given under separate contract as has aid for the fabrication of various main 

| hese are not produced by the air- 









components, such as the landing gear, when t 
frame manufacturers 

The amount of private investment in each of the different postwar civil air 
craft has varied considerably Surprisingly, the Comet I, apart from the engine 
which was developed for the military, probably received less direct assistance 
from the Government that the other postwar British transport aircraft. De 
Havillani originally undertook it as a private venture; the Government, about 
2 vears later, bought 2 prototypes under a fixed-price contract which the Gov- 
ernment savs involved less than the actual costs at time of delivery. On the 
other hand, the Government is generally believed to be financing the develop- 
ment of the Comet II and III from the Comet I. 

Che two most expensive postwar civil projects and probably the least success- 
ful have been the Bristol Brabazon and the Saunders Roe Princess, which are 
estimated to have cost the Government around £20 million. There was very 
little private investment in these aircraft. 

Since the war, Government prototype purchase contracts have involved the 
following aircraft: 2 Bristol Brabazons (Mark I and IT), 2 Airspeed Ambassadors 
3 DeHavilland Comets (Mark I), 2 Handley Page Hermes (Mark II and V), 3 
Saunders Roe Princess flving boats, 2 Vickers Viscounts, and 2 Bristol Britannias. 
In addition, the conversion of the Lincoln and Wellington bombers into the 
Tudor and Viking respectively was Government sponsored Excepting the 
Rolls Royce Dart and the Bristol Proteus, both developed primarily for civil use 
with Government assistance, all engines were adapted from military models 
Although not vet officially confirmed recent reports indicate that the RAF has 
decided to purchase both Comets and Britannias 


; / 


(J/perating subs lies to the nationalized airlines 


The two nationally owned airlines are the British Overseas Airways Corp. and 





the British European Airwavs Corp rhe grants given these corporations to 
compensate for excesses of expenditures over revenues have incorporated the heavy 
expel the airlines hay ad in developing and introducing new aircraft into 
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(3) Capital investment in the airlines 


The capital of the BOAC and BEAC is raised either by Government under 
written temporary loans or stock issues, all the shares of which are held by the 
Government. A fixed annual rate of interest either 244 or 3 percent is charged 
against stock issues. Financing limits are established by law and are varied to 
allow for such expenses as aircraft purchases. This must, therefore, be considered 


another form of governmental assistance to aircraft development 
(4) The provision of various services 

This type of assistance, which only indirectly facilitates the development of 
new aircraft, includes providing, equipping, and maintaining the airways, the 
airports, and the varied services required for civil aviation in the United Kingdom 


The expenses of these activities substantially exceed revenues. Airlines, and the 
manufacturers indirectly, have also benefited from such Government-financial 
programs as the training of pilots and navigators, helicopter experiments, clear 


gust research, ete 


Officials of the Civil Aeronautics Administration have made some 
estimates, based upon United States costing and accounting methods 
of the probable cost of the two Brabazon prototypes which were 
ultimately discarded. The estimate of costs including design, all 
engineering, construction, and testing indicates a total expenditure 
of something in excess of $100 million 


STATE DEPARTMENT TESTIMONY 


In his te ‘stimony before the Senate committee hearings on Prototy pe 
Aircraft Developme nt in 1952, Mr. J. Paul Barringer, Acting Director, 
Office of Transport and (¢ ‘ommunications Policy, Department of State, 
made this statement: 

It has heen generally reported that since 1943 the British Government has 
invested close to £ 140 million in transport aircraft development. This amount 
includes money spent by the British on several different aircraft, including 
among others, the Brabazon, the Princess Flying Boat, the Vickers Viscount, vhe 
DeHavilland Comet, and the Ambassador More importantly, it contains a 
substantial amount of money devoted to powerplant development, an activity of 
essential benefit to both military and civil aviation. And, lastly, it includes 
various sums for facility improvements, such as stronger and longer runways, 
required in connection with the aircraft-development program. Even the 
British Government, we suspect, would have difficulty in establishing the specific 
amount invested in each specifie aircraft type 

In addition to the government, there has been a substantial outlay by the 
aircraft manufacturers themselves. The amount of this is also unavailable. In 
the development of the Comet (the earliest model art the Vickers Viscount, the 
two most publicized aircraft presently being produced in England, most reliable 
reports indicate that practically all the airframe costs were borne by the manu 
facturers while a large share of the powerplant costs were absorbed by the 
government. 


Testifying before the same committee, the spokesman for Trans 
World Airlines, Inc., estimated that the British Government had 
spent approximately $300 million during the 7 years preceding 1952 
on the design and development of jet transport airplanes. 


HOEKSTRA REPORT 


In June 1951 an evaluation of foreign civil-transport development 
progress was made by the Foreign Survey Group of the Prototype 
Aircraft Advisory Committee of the Civil Aeronautics Administration 
The group wascomposed of Harold D. Hoekstra of the CAA, Chairman; 
Col. Ted. E. Enter, Department of Defense, Vice Chairman; Kenneth 
C. Gordon, member for airframes, Boeing Airplane Co.; Otto E. 
Kirchner, member for piloting, Airlines Pilots Association, and Harold 
E. Small, member for powerplants, General Electric Co. 
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The group visited five European countries and in September 1951 





filed a report which is generally referred to as the Hoekstra report. 
The following extracts from this report deal with the development of 

British commercial prototype aircraft and show the forewarning of 

extreme difficulty for United States manufacturers to hold their 


position of preeminence in commercial aviation 












The suestion of Government ipport the development of commercial 
aircraft has been a controversial subject in Government, military, and aircraft 
circles for the past 5 year During this time it has been interesting to note that 


supported prototype pro- 
































As of this writing (1951) Great Britain has unquestionably the most advanced 
prototype program of any country A partial list of the aircraft produced or 
nder development include The Brabazon. the Comet. the Princess Boats, the 


Viscount, the Apollo, the Dove, Marathon, and Heron In addition, the new 
Bristol 175 and the Bristol 173 are also receiving Government support 

Total expenditures under this program are estimated to be close to £140 million 
$400 million) at this time 

The British program was originally instituted by a group of aircraft experts in 
1943 which formed what was then known as the Brabazon committee This 


commiittec develop d the specifications which covered a large family of prototype 


aircratt These specifications were developed after exhaustive studies had been 
conducted in collaboration with aircraft operating companies and the aircraft 
manulacturers 

The program once established was turned over to the Ministry of Supply 
which administered the funds as well as the details of the program and has carried 


on since that time 








As it now stands, every aircraft under development or in production in Britain 
is under contract to the Ministry of Supply In other words, the Ministry of 
Supply is the sole customer for practically ill aircraft produced by British manu 
fac iret 
] Development of sp wa ms 

B d specification gad ed fa if ivy be developed by the 
Mir ry of Supply the manufactur ra pera 1 ( rt Ministry 

Supply coordinate I ecificat ! er int ed pa and has the 
echnical aspects crit 1 « Ihe { \I fb Cy Aviatio 

xamples of variou ( 1 ed 1 ) al | type speciicatio 
The ¢ et was de i Dela ind eet broad requirement 
fa mail plane, which had been established | the Brabazon committee HLlow 
ver, design initiative was retained by DeHavilland and they sold the air 
o the Ministry of Supply against certain minimum performance guarantee 
Phe broad requirement f the Bristol 175 were developed by Br h Over 
i \irwa The M istry of Supply nitted a request for tend on t 
alt 1 the compe 10 Was \ ) sr | 
Che specifications for a feeder-line pla were initiated by British Europea 
\ Ly r : ompetitior Vas urried ny igt prope al tage and wa 
ially killed by the Ministry of Supply in view of the immediate availability 
the Marathor Bristol 173 helicopter specifications were initiated by Bristol 
The Brabazon, the Vi t, the Apollo, the Dove, and the Princess Boat 
specificatior were developed the Brabazon committee and the competition 

imi ered by the Minist Supply 

Once a specification has been approved, the Ministry of Supply issues a reque 
for tender proposal These proposals include price and delivery information 


i the development of a detailed specification intended to meet the broad 


quirements covered by the Ministry ors Ipply request 
If the re que t for te le! nvolves the levelopn ent of some new technique or 
study which may not lead to a production order, the Ministry of Supply may 


then pay a manufacturer for the work involved in making a proposal. This 
corresponds to phase | studies as now employed by our military. Such payment, 


f made, is intended to pay only the costs involved and does not embrace a profit. 
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sous: (1) The country is small and ground transportat ood: therefore 
airborne cargo at troop moveme! are not conten 
this countrs 2) At the time 


threat of another war: therefore seriou pro! for military operat 





Since the start of the Bral 
produced at least 7 civil type V¥ Thai iis pr 
and so 








obvious Cuplicatio! ix ¢ irre 
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lished a workable system which is available to the airlines, the manufacturer and 
the Government for the development of new aircraft whenever the need for such 
aircraft is ‘emonstrated 
The outstanding advanced civil aircraft are the Vickers-Viscount and the De- 
Havilland Comet. The new Avon powered Comet will provide formidable com- 
etition for any existing transport While this airplane is not considered optimum 
from an aerodynamic standpoint, it is nevertheless a very respectable solution; 
and it is predicted that extensive sales for this aircraft can be expected in the 
near future 
Once this aircraft is established on existing airlines, it will be extremely cifficult 
or any American manufacturer to displace the aircraft due to the initial invest- 


ment, the spares program, and training involved 
In the meantime, the British are obtaining very important practical experience 
which will assist them to improve their cesigns and maintain their present lead 


in this field 

The Bristol 175 appears to be a very capable aircraft which will also embarrass 
existing transports. While this aircraft is also somewhat disappointing aero- 
dynamically, it will compare very favorably with any existing aircraft and will 
provide competition to any conversion we might make to existing commercial 
types 

The apparent lack of British research facilities has prevented them from build- 
ing aircraft which are optimum according to our standards; however, the tact 
that these airplanes are in being and that they can be sold for very reasonable 
prices in soft currency is going to make it extremely difficult for American manufac- 
turers to hold the current advantage now enjoye’ in sales and production 


TYPES OF BRITISH CIVIL AIRCRAFT 


In order to understand and appreciate the magnitude of the sub- 
sidies extended by the British Government to the aircraft industry in 
the development of civil jet transports, it is worthwhile to consider 
the present status of some of the prototypes and planes that have been 
and are being developed under the present program. 

1. The Comets 

Comet I went into service in the early part of 1952. There have 
been six accidents with Comet Mark I’s and Mark IA’s. Three of 
these accidents have occurred during takeoffs and three in flight. The 
takeoff accidents involved problems of aerodynamics that were not 
too serious. The flight accidents are of deep concern as the cause is 
1ot vet known. 

Comet II is in the process of simultaneous testing and production. 
Several production models are in various stages of completion. 
DeHavilland has been hopeful of completing the flying tests this spring. 

Comet ITI was scheduled to fly as a prototype during the latter part 
of May. DeHavilland had programed tests over a period of the next 
vear with first deliveries in 1955, subject to final certification of air- 
worthiness. This schedule has been disrupted by the latest accident 
to the Comet I. Comet III is a highly powered jet-propelled aircraft 
with a speed of approximately 500 miles per hour and is capable of 
carrving 75 to 80 passengers in the transatlantic service. 

The latest available information indicates the following orders for 
Comets of the various types on the books of DeHavilland: 
and IA 21 
I 34 
I] 10 


Comet | 
Comet I 
Comet I 
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The orders are distributed thus 


Comet I and 1A 


Ministry of Supply 2 
British Overseas Airways Cor] 10 
Canadian Pacifie Airlines, Ltd | 
Union Aeromaritime de Transports ; 
Air France 3 

») 


Royal Canadian Air Force 
Total 21 
Basic aircraft value of all planes sold to airlines and not ineluding 
the planes purchased by the Ministry of Supply amounts to something 


between £8 million and £9 million. All of these planes except those 
purchased by the Ministry of Supply and BOAC were Comet IA’s 


C'omet Il 

Ministry of Supply 
British Overseas Airways Corp 12 
British Commonwealth Pacifie Airlines, Ltd 3 
Japanese Airlines 2 
Linea Aerpostal Venezolano 
Pan Air do Brazil 4 
Air France 6 
Canadian Pacific Airlines, Ltd 3 

Total 34 


Basic aircraft value of Comet II’s, excluding Ministry of Supply 
purchases, amount to approximately £17 million. The UAT has an 
option on an unspecified number of Comet II’s. CPA has an option 
on one additional Comet II. BCPA has an option on three of either 


Comet II or ITI. 
Comet IIl 


Pan American Airways (with an option on 7 or more 3 
British Overseas Airways Corp. (option on 5 5 
\ir India 2 
Pan Air do Brazil option on 2 

Total LO 


Total Comet III orders have a basic aircraft value of something less 
than £8 million. 

2. The Brittania (Bristol) 

There are 3 versions of the Brittania, the Bristol 100, 300, and 250 
They all belong to the family known as Bristol 175 which was one of 
the prototypes developed under the auspices of the Brabazon Com- 
mittee. 

The Brittania has inherited part of its design from the old Brabazon 
which was flown as a prototype and discarded. Incidentally, all the 
costs of developing the Brittania Bristol were borne by the British 
Ministry of Supply. 

The Brittania involves two developments: (1) the engine and (2) 
the airframe. The engine, which is a Bristol Proteus Turboprop, is 
as yet unproved. The Proteus | engine is not a complete success 
in that it did not unite economy and power at the rate specified. 
The Proteus II is essentially the same engine refined. There are 2 
types of the Proteus I], the 705 and 755. The 705 powers the Brit- 
tania 100 and the 755 powers the Brittania 300 
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Proteus II 705’s were installed in 2 Brittania 100 prototype 
airframes about 6 months ago One of these prototypes crash landed 
sometime in February on the Bristol mudflats and the plane was 
badly damaged. largely by the tide. The crash was essentially due 
to engine failure involving a reduction gear problem. This will 
probably delay completion and certification of the Brittania 

Bristol had hoped to make the first deliveries of the Brittania in 
late 1955 The Brittania airframe will be powered by four turbo- 
props The Brittania 100 has a weight of 140,000 pounds TOSS, with 
a 21,500 pound pavload, a still air ranee of 5.700 statute miles, and a 
il] air spe od of 357 knots at 30,000 feet It has a capacity of 90 
tourists or 63 and 78 first-class passengers depending upon the cabin 
arrangement. It can be seen that this aireraft is a big, powerful, and 
last plan capable of Atlantic nonstop service 

The Brittania 100 has probably had between 200 and 300 flving 
hours on the 2 prototypes It is a conventional type of aircraft and 


6 production models are now under construction 


The B-300 has a takeoff weight of 155,000 pounds gross, will be 
powered by 4 Proteus I] 755 turboprops and will have a range with 
full tanks plus payload of 5,100 statute miles. The payload under 


thes CONndILLONS will approximate YO OOO pounds mecreasimg as the 
range and weight decrease. The passenger capacity will be 104 
tourists and 61 first class The plane will have a Cruising speed of 


370 knots at 30,000 feet 

The B-300 has not been built but it should not require a prototype 
as it is merely a modification, enlargement, and improvement of the 
B-100 with the Proteus I] 755 engine instead of the 705. 

The Brittania 250 is a cargo-passenger version of the Brittania 300 
with Proteus I] 755 engines. There is also some talk of a Brittania 
200 which would be a straight cargo plane powered with the Proteus 
Lie goo 

Bristol has orders for the Brittania as follows 


M try of Supply 

Quant | re Airws Ltd 6 

| ()\ \ ( 
| LOO | 
B-300 bd 
B-200 } 


Total of 33 with an option on 2 


Total orders, 40, with an estimated value of £20 million 

In addition to the above, there are reported to be pending hego- 
tiations for 51 Brittania 300’s and 200’s, with 7 unknown operators, 
one of which is assumed to be British and the other 6 foreign companies. 

The original target date for the certification of the Brittanias was 
late 1954 or early 1955. This target date will probably be substan- 
tially delayed as the result of the accident described above. 

The Brittania is regarded as a plane of great importance to the 
British efforts to attain a predominant position in transoceanic 
commercial aviation 
3. The Viscount (Vickers) 

The Vickers Viscount 700 has been flying commercially for sometime 
and there are now approximately 25 in operation. There are more 
than 100 Viscounts on order, which are coming off the line at a rate 
of about 2 per month. Vickers have a stated capacity to produce 
100 of these aircraft per annum and are presently quoting early 1956 
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deliveries on new sales The company 1s bu lding a Viscount line 
at Hurn near Bournemouth. Known orders for Viscounts on May 
were as follows: 


BEA 26 lIragi Airwa 

Air France 12 Indian Air | 

Aer Lingus t Fred Olsen Transpor 2 
Trans Australian Airlines 6 Miser (hgyvptian Ai 

Trans Canada » M trv of Su 2 
sritish West Indian Airlines 

Hunting Co ; Tota 8 


It Is reported that between Niav | and June 5 Vickers-Armstrong 
booked orders for an additional 25 Viscounts, exelusiy of options 
These included the ord I from Capit: | \ rine s fo] \\ th an opt oT 


On 37 more 
Vickers 1000 


The Vickers 1000 is a redesigned Valiant built for military tra 
use. The Ministry of Supply has ordered a prototype which is 
expected to fly in early 1955. The Ministry of Supply is also reported 
to have ordered several production models. Vickers has announeed 
its interest in developing a version of the Vickers 1000 as a eivil 
transport. The British aviation periodical Aeronautics in its issue of 
March 1953, quoted Viekers-Armstrong as saving that the airline 
version will have a seating capacity of between 100 and 150 passengers 
according to the requirements of a particular airline. The cruising 
speed is expected to be about 500 miles per hour soth the military 
and civil transports which are described as basically alike will be 
powered by Rolls Royce Conway bypass turbojet engines. The 
civil transport will have a range of about 4,000 miles 

It is also reported that one of the largest United States airlines has 
already been in touch with Vickers-Armstrong regarding the civil 


transport version of the Vickers 1000. It is assumed that if enough 
interest is maintained and sufficient orders placed by the Ministry 
of Supply, sritish Government-owned and foreign airlines to warrant 
production, Vickers might be able to create the necessary capacity 
to build the plane in quantity 

It is likewise reasonable to characterize the financial Suppo! 
accorded by the Ministry of Supply in developing the military trans 
port version of the Vickers 1000 as a subsidy which in effect is also a 


t 


form of subsidy to the ale velopment ot the civil transport versio1 


EXECUTIVI AGREEMENT NEGOTIATING DIFFICI rr 
A large number of United States officials, both military and ey 

took part at various levels in the discussions at London and Wash 
ington that led up to and followed the decision to tinance a portio! 
of the Britis! tal uirerait pro } SO eople we 
VOLVE a | rhe Liat ns ( hha heel 
cult indeed to « complet o] 1101 
took pla nolog ( e U1 S 
representatives too thie action they aid oO Si : Occusions 


Part of this difficulty arises from the fact that the count y 
London. which did most of the staff work and condueted most ot 
} i 


nevotiations with the british below ie mu ai levels : mu 


up of daiverse groups ea h with specialized and limited interests and 


0425 a4 
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responsibilities. The representatives of the Department of State 


were concerned with political impacts and high policy. The Military 
Assistance Advisory Group apparently were concerned only with tech- 
nical and professional problems The Mutual Security As rency- 


Foreign Operations Administration delegation seemed to be prims arily 
interested in balances of payments, dollar gaps, and economic assist- 
ance, although it is reported that the Director of the MSA-FOA 
mission in London chaired most of the country team meetings and 
the joint deliberations with the British representatives. He is said 
LO have been largely responsible for the direction of the London 
negotiations which resulted in the general form of the agreement finally 
approved at higher levels. 


UNITEI 


D STATES PARTICIPATION 

The statements of certain Defense officials make it clear that at one 
time they understood the United States would be committed to finance 
approximately 14 percent of the production costs of the Royal Air 
korce modernization program When the protracted negotiations 
were concluded, the United States participation had been increased 
to 20 percent of the total cost of the Royal Air Force modernization, 
according to the testimony given by Dr. Dennis Fitzgerald, Deputy 
Director for Operations in the Foreign Operations Administration, 
before the House Foreign Affairs Committee on May 14, 1954 

When the executive agreement with the British was made, it was 
the lmpression of some of our officials, military and civil, that the 
United States would finance the cost of specified aireraft desired 
part of the British contribution to the NATO command which the 


British stated they could not supply without financial assistance. As 
the negotiations pros eeded an nd developed over the succeeding months 
the pattern of United State 8 partic ipation appeared to change. At 


present the United States stands obligated, su bject to additional con- 
gressional appropriations, to finance a large number of aircraft, both 
fighters and bombers, many of which will be incorporated in the British 
National Command instead of NATO, and may never be committed 
to NATO even in case of hostilitie The British have made no un- 
reserved commitment of these planes up to the present time, 

The people on the United States side at programing and staff levels 
have stated that during the negotiations leading up to this arrange- 
ment they did not relate the financing of the British military aircraft 
program to the subsidization of British commercial jet transports 
The civil air attache at the London Embassy has said that he knew 
of, and had read, the portion of the Hoekstra report dealing with the 
sritish Government-sponsored program for the development of jet 
transports and that he was therefore familiar with the estimated cost 
of the program up to 1951 as set forth in the report. However, he 
indicated that he never called the report to the attention of the special 
representative of the Mutual Security Agency-Foreign Operations 
Administration, the commanding officer of the Military Assistance 
Advisory Group, or the aircraft specialist attached to Mutual Security 
A ney Foreigt Operations Administration. He explained that he 
did not consider the report relevant to the British military aircraft 
program Neither the Di tor of the MSA—FOA mission in London 
nor the commanding officer of the Military Assistance Advisor ‘v Group 


} ' . 
ha 1 a WW independent Knowledge of the report or its ubject matter. 
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UNITED STATES POSITION 


The Mutual Security Ageney-Foreign Operations Administration 
position seems to have been based on a number of points: 

(1) The British had their own program with their own selected 
aircraft and there was nothing that the United States could do to 
alter the makeup of this program. 

(2) If the United States wanted NATO committed planes of certain 
types and quantities over and above what the we said they were 
willing or able to contribute the United States could pay for such 
planes or go without them. 

(3) If the United States had not agreed to what the British wanted, 
the British would not have done the things we regarded as necessary 
om on own defense, 

) The development of British commercial jet transports tends to 
cre i xportable products of great importance to the British economy, 
therefore any aid in this direction, if aid there be, is useful. If the 
United States aircraft industry is hurt by grant aid in support of the 
British defense budget, the injury, if any, is probably compensated 
for by the greater good. 

(5) The British in fiseal year 1954 needed continuing economic aid 
at the rate of at least $400 million per annum in the form of grants, 
surplus commodities and off-shore procurement in order to support 
their defense budget, particularly aircraft. The British also require 
additional economic aid in fiseal year 1955 for the same purposes 
This being so, the United States has had to find some way of providing 
the necessary funds 


UNITED STATES SUPPORT OF BRITISH MILITARY AIRCRAFT PROGRAM 


During 1952 the United States country team in England made up 
of representatives of the Department of State, the Mutual security 
Agency, and the Military Assistance Advisory Group held a series of 
conferences extending over a period of several months with their 
British counterparts regarding the British defense program and the 
British contribution of materiel and personnel to pe NATO command 
In these conversations special emphasis seems to have been placed 
upon military aircraft, supporting equipment, oan aul 

The British were confronted with two problems. They were 
engaged in a program to modernize and expand the — il Air Force 
for home defense and se rvice 1 British possessions overseas. They 
also had obligations to make the best possible contribution to NATO 

The plans f{ for the modernization of the Roval Air Force included 
several types and makes of jet fighters and supporting aircraft, 
Among these were the Javelin, Hawker-Hunter, and Swift fighters 
There were also a determined number of the V-class 4 turbo jet 
engine medium bombers, the Vickers Valiant, the A. V. Rowe Vulcan 
and the Handley Page Vietor 

The United States country team was concerned with obtaming the 
maximum British aircraft contributions to NATO which for security 


reasons cannot he clis« ussed here 
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ATO 1952 MERTING 


At the NATO annual review meeting at Paris in late 1952 the 
British submitted an answer to a NATO questionnaire setting forth 
their defense program and including their proposed air force contri- 
bution to the NATO command This submission was based upon 
the assun ption that Un ted States economic aid in one form o1 
another would be continued during United States fiscal years 1954 
and 1955 in support of the overall British defense budget at the same 


{f economic aid that had been cranted qauring [ nited states 


4) 
fiscal vear 1953 
The propos a By tish aircraft contribution to the NATO command 
is stated to have fallen short of what th United States considered 
desirable and an effort is reported to have been made to get the British 
to improve their offer The matter hinged upon a definite numbe 


of squadrons of specified types ol planes and the commitment to 

ATO of certain other types of aircraft 

The British, in the early part of 1953, are reported to have stated 
that they had the capacity to prod we the planes but could not finances 
them in view of then preoccupation with the Roval Ai Foree modern 
ation plan Then, or later, the United States was told in effect that 
if the United States really wanted the additional planes it could pay 
for them through offshore purchase. This is an oversimplified 
description of a very complicated negotiation and the resulting finan- 
cial arrangement but in essence it fairly summarizes what is stated to 
have taken place 

NATO 1953 MEETING 


\t the meeting of the NATO Council at Paris in April 1953. the 
United States representatives, at cabinet level, informally agreed to 
support the overall British defense budget and military aircraft pro- 
grams. This included the British airforce contributions to the 
NATO command during United States fiseal year 1954 and 1955 to 
the extent of $210 million in the form of offshore procurement in the 
United Kingdom for aireraft, $43.1 million in electronic and other 
supporting materiel to be shipped from the United States, and $275 
million iT) the form ot er onomiec ald or “defense support” The acree- 
ment was subject to the action of Congress in granting the necessary 
appropriations 


When this executive agreement was made there was a clear indica 


hat the Congress in voting foreign aid appropriations for fisea 
vear 1954 might not look favorably upon a continuation of large-seal 
econon aid to the United Kingdom even if it bore the label of 
efense s pport 

eae ccs ' he Director of M 1 S« 
al ) ( quest to Conere fiscal vear 1954 
( ! iid prog! n to pro 
Vi S112 million for offshere procurement of aircraft in the United 
\ingdom and 545.1 million for electronics and support equipment to 
bye pped mm ti United States There was also included in the 
\ tual Se v Ageney budget a request for $200 million of economic 
d or defense support for the United Kingdom This request for 
l lative presentation purposes was broken down into two equal 
parts; $100 million for commodities and $100 million defense support 


for the manufacture of aircraft in the United Kingdom 
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APPROPRIATION COMMITTEE NOT INFORMED 


Although the appropriation requests were made in accordance with 
the executive agreement reached in Paris, the nature of this agreement 
and its implications were never revealed at any of the appropriation 
hearings. Furthermore the Congress was not informed that the ap- 
propriation requests for fiscal year 1954 were only a first installment 
of a 2-year program, which would require additional grant aid funds 
in order to meet the executive commitments made to the British for 
fiscal year 1955. 

It might also be noted that there was a failure to disclose the fact 
that whereas the United States officials who had engaged in the nego- 
tiations with the British went to great lengths to attribute dollars to 
fixed quantities of aircraft and end items, the British were interested 
mainly in the total volume of dollars that would be made available to 
them at stated periods by way of economic assistance. In this con- 
nection it should be added that although there appeared to be great 
pressure upon the United States representatives to obtain an appro- 
priation of all the stipulated funds in fiseal years 1954 and 1955, the 
British admittedly could not use a large proportion of these appropria- 
tions for at least 3 years. The justification given was an extended 
lead time for offshore contracts 

The congressional appropriations for the United Kingdom in fiseal 
vear 1954 reduced the amounts available for economic aid and the 
special aircraft program. The reduced appropriations and readjust- 
ments within the military aid program had the ultimate effect of 
transferring the electronics and some of the offshore aircraft procure- 
ment from the fiseal vear 1954 to the fiscal year 1955 program 


SHORTFALL OVERCOMI 


In order to make up the shortfall in economic aid and in the reduced 
availabilities for the special aircraft) program as the result of con- 
gressional refusal to approve the requested appropriations for the 
United Kingdom, the Director of Mutual Security allocated to the 
United Kingdom over$70 million of funds authorized under section 550 
of the Mutual Security Act to finance the purchase of surplus | nited 
States agricultural commodities in local currencies. Of this alloca- 
tion approximately $66 million has been obligated through the issu- 
ance of a procurement authorization and an agreement has been 
made with the British Government to transfer to the British defense 
budget as a form of dollar-grant aid the sterling proceeds of the sales 
generated by these transactions up to an amount of approximately 
$61 million. <A special allocation of $14 million within the overall 
total of $61 million has been made to the military air program. These 
sterling grants are not identified with any designated projects or end 


items. The United States exercises no measure of control over the 
use of these funds The grants are treated exa tly like the releases 
of counterpart in the United Kingdom and become merged with the 
British treasury funds available to meet the needs of the budget 


This in effect is a form of budget support 
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AMENDED FISCAL YEAR 1954 PROGRAM 


4 


The amended British aircraft program for fiscal vear 1954 including 
commodity support attributed to the overall defense effort in general 
and the aircraft program in particular is as follows 


Commodity at | under ection 541 of tl e M l al Security Act $55. 000, 000 
Militarv air program allocations under section 550 of Mutual 
Security Act 14, 000, 000 
Special aircraft program 85, 000, 000 
Offshore procurement 103, 000, 000 
Total 257, 000, 000 
To this should probably be added $46 million of section 550 funds 
allocated to the overall defense budget, but in reality designed to 


make up the slippage in the agreed support of the aircraft: program 
caused by the reduced appropriations for the United Kingdom in 
fiscal year 1954. The total of the funds allocated in support of the 
British military air program in fiscal year 1954 is therefore approx- 
nately $313 million. 

As of May 15, 1954 no part of the special aircraft (defense sup- 
port) program or offshore procurement funds had been obligated or 
expended 

In order to make up for the shortfalls in the fiscal year 1954 program 
of expenditures and to bring up the total to the amounts agreed 
upon in Paris for the two fiscal years 1954 and 1955, the Director 
of Mutual Security is requesting appropriations for the United King- 
dom in fiseal year 1955 as follows 


Offshore procurement of British aircraft and electronic equipment 
$150, 000, 000 
Special aircraft program 75, 000. 000 
Potal 225, 000, 000 


The obligation and expenditure of the appropriated funds is divided 
between the Department of Defense and the Foreign Operations 
Administration. Defense supervises all off-shore contracts and ship- 
ment of military end items from the United States. The Foreign 
Operations Administration has responsibility for the use of defense 
support or economic aid funds as well as the sale of surplus agricultural 
commodities under section 550, 


COUNTERPART FUND 


If the appropriations for fiscal year 1955 are voted in accordance 
with the requests the total amount of United States public funds 
contributed Lo the Royal Air Force and to building up the base 
and strengthening of the British aircraft industry between 1950 and 
1955 will be in excess of $1 billion. These figures which may not be 
broken down and revealed because of security classifications do not 
include an estimated minimum of $1 billion of counterpart funds 
derived from grant aid not directly associated with the aircraft pro- 
gram. This sum has been turned over to the British from time to 
time tor budget support 1n the reduction of debt, ceneral defense, and 
the military air program 

The fact is that between 1950 and 1954 during which period the 
United States has made large contributions to the British military 
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air program and the aircraft industry, the British Government admit- 
tedly has spent an undetermined but significant amount of public 
money in the subsidization of civil jet transport development. 


DEFENSE SUPPORT AND ECONOMI AID TO THE UNITED KINGDOM 


In 1953 the Director of Mutual Security, as previously described 
and in pursuance of the exeeutive agreement reached in Paris, sought 
appropriations for defense support and economic assistance to the 
United Kingdom in fiscal vear 1954 amounting to $200 million. The 
request was broken down into two items: (1) special aircraft program 
$100 million, and (2) commodity aid $100 million. 

The special aircraft appropriation was finally approved by the 
Congress in the amount of $85 million 

The request for $100 million for commodity aid has a curious 
history. The following q 1otation is taken from page on of the 
report of the Committee on Foreign Affairs, dated June 16, 1953, on 
the bill to amend the Mutual Security Act 


The committee reduced the authorizat requested for European defer 
support by $100 milliot Although tl | does not allocate the $200 
l r 1 to individual co stifl I ( f 
300 milli for tl purp led S1LOO { ( Wing I 
sut r a) \ 4S Lue nate ict 1 ‘ \ I 
e oO tuation of U 1 Kinedon S r 1 } ‘ 
months to permit 9 reduction of taxatior 


In the final authorization bill (see. 541) the ceiling for defen 
support in title I countries was increased to $250 million thereby 
making available, by implication, a maximum of $50 million for the 
United Kingdom, in the form of economic aid. In the final appropria- 
tion act Congress reduced the total of defense support for title | 
countries to $220 million, thus again by implication, placing a maxi- 
mum of $20 million for defense support in the United Kingdom during 
fiscal year 1954. 

The subsequent allocation to the United Kingdom was $55 million 
in commodity aid under section 541 (title 1) and $61 million of surplus 
commodity assistance under section 550. 


TRANSFER AND USE OF FUNDS 


This was a use of funds made under discretionary powers contained 
in the Mutual Security Act. It also represents an example of the 
manner in which the transfer power is used within the letter of the 
legislation but in conflict with the clear intent of Congress. Appended 
is a colloquy between Repre sentative Vory s and other Members of the 
House of Representatives and Dr. Dennis Fitzgerald, Deputy 
Director for Operations in the Foreign Operations Administration. 
Dr. Fitzgerald testified on May 14, 1954, in justification of the 
British aircraft and defense support programs and described the condi- 
tions and the manner of handling the allocation for Great Britain for 
fiscal year 1954. It is clear from the testimony that it was the intent 
of Congress to restrict the British to $20 million in defense support in 
that vear. It is also clear that the Foreign Operations Administration 
using the means available to it in the existing legislation furnished 
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Careat Br Lain with considerably oreater sums than Congress had 
ntended to make available 

Speaking of the sources of the money used to make up the deficit 
for the shortfall between what was called for in the executive agree- 
ment with the United Kingdom and what was available pursuant 
to the final appropriation, the record shows the following: 


Mr. Firzceraup. I was going to say, Dr. Judd, that one of the items listed in 
t it tabi which vou just read, was Austria $20 million Well, as it turned ut, 
the Austrian economic situation improved so materially in the months succeeding 


hearings a vear ago, that no aid was necessary to Austria, during the current 





fiscal year, so a partial answer to your question would be that of the additional 
$35 million, $15 million was available by virtue of the lack of nece ity tor making 
anv assistance available to Austria last vear 
i hat again illustrates, if I may put it bluntly, how completely un- 
ble many presentations to us are We went ahead on the basis of the presen- 
last vear and had this part put it [t is in the very first paragraph 
Austria requires economic assistance because nearly one-third of the country 
( ipied by Soviet forces under conditions which prevent Austria from getting 
( feet economically It is essential that the United States continue to sup- 
port the Government of Austria so that Austria can continue to exist 
You see, we were told last vear that Austria was so urgent that we gave it first 
priority It was possible for it to get on its feet economically 
We provided $20 millior It would have been plausible to cut it $2 million or 
$5 million or even $10 millior But, to eut from $20 million to zero in the last 


10 months is an extraordinary performance 


THE SPECIAL AIRCRAFT PROGRAM 
Defense s ipport fiscal vear 1954, direct-forces s ipport fiscal vear L955 


This portion of the British aircraft program should be distinguished 
from the offshore procurement of British aircraft under contracts 
placed by the Department of Defense. It forms part of the economic 
assistance contemplated by the executive agreement of April 1953 
The following testimony by Dr. Fitzgerald on May 14 before the 
House Foreign Affairs Committee demonstrates this point 


Mr. Firzceraup. Mr. Chairman, I will try to be very brief in my statement, 


and then you and e committee sir, ma isk the questions that you need to 
i L\c¢ I t 
The | ed Kir 1 { c pr I the best that it has been 
ce e end of the ur The United Ki 1 id a fairly substantial ree on 
ile lar ear 1952 lr} I 1 il | l na ear fell Dac t heé 
ou leve eak lar eul ) j trial produc I expa led r ) 
cent er 1952 I ( 1954 e 14 percent at e the 1950 level 
( 1 and dollar ed Kk creased luring 
thie half of 1953 ar e first 2 ontl 4, are ( crea cor 1er 
faster and e | ~ ire ull ra i ela 1 r the rictlor 
tha ( have previ SI had ¢ trade, particularly dé ir trade 
Cur ra sistance e | ed IK 101 Is vear consis i a tota 
$200 i exclud ) cle ea an All of hick effect. is 
pp he cde e effort « he | ed kit ion Ww hiuct is the com 
t the lares ota he em except the | ed State 
ea ance be DI ed the Il ed Kk m ti ear consis he 
( of S200 | whic SS5 1 he fur ed thre } he 
COl Oalti¢ The loeal ¢ rene eve ned fr that 11loecated to 
1 he | ed Ki rl irv expe re 
) ote i | ited WK a pla ta ret Ve 
i il¢ I I I ( ele e expe hsca i Loo 
[ over SS bill ‘ ule 
\ Tou b 1 WK 1 t I s level of 
} end ~ \ en rut net ed uit 1 10 1] ercent of 
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a pro osal to continue ti Tacilitate Tne moderniZatle } iT o! ( R \l I I ‘ 
modernization of the United Kingdom air force. e [security deleti 
plated for next vear would be used, it Is proposed for the purchase of aircraft 
the use of the United Kingdom air forees 

During the [security deletion] it is the Britis} an to completely ( 
their air force, and General Stuart, I am sure, ean give vou the details « t We 
propose to assist ll this modernization through assistance either direct 
purchase of aircraft, or through allocation of counterpart and loeal sales curr 
proceeds for the financing of aircraft 

The United States plans, if the committee and the ¢ gress agree, to fina 
something like 20 percent of the total cost of the RAI lernizatior 

I will leave to the military authorities the appropriate comment on the 
portance to us of this modernization, but I wish to advise this cor 
the considered judgment of those of us who studied the British eap: 
financing this program themselves, that they would not be able to do so 
extent of about 20 percent of this modernization without the assistance « 


plated from the United State 
Our program, therefore, in fiscal 


y 1955 is directe solel to the fise 
1955 modernization of the British Air force 


DIRECT PURCHASI 


The definition of ‘‘direet purchase’? which Dr. Fitzgerald has so 
recently given to the special aircraft program does not appear to fit 
the case. While the details of this operation are concealed under 
the highest security classifications by FOA and Defense, it may he 
said that the arrangement under which the spec ial aircraft appropria- 
tions will be spent involves no straight purchase contract but an 
agreement between FOA and the Ministry of Supply to pay to the 
British Government a certain percentage of the estimated unit cost 
of a stated quantity of designated aircraft which in virtually every 
case have already been contracted for by the British Government 
and are in most cases in production. If the real unit cost exceeds 
the estimated cost, the British will bear the additional expense. On 
the other hand, should the real unit cost prove to be less than the 
estimates, the United States will receive no refund and may a tually 
pay a much higher proportion of the final cost than was originally 
contemplated. Instead of a refund, the British may be required to 
deliver more planes to make up the differential 

The agreement does not comply with established United States A 
Force procurement requirements It constitutes a means of s ipphy - 
ing the British budget with a stated quantity of dollars and the tech- 
nique of attributing the dollars to specu aircrait can only be con- 
strued as a device to escape from the clear intent of Congress to limit 
the amount of economic aid to the United Kingdom in fiscal year 1954 


LACK O}] CONTROI 


A report made in April 1954 at the request ol! he Division of In- 
vestigations by the General Accounting Office on United States sup 
port to the military aircraft program in the United Kingdom, most 
of which report has been highly classified by FOA, makes the follow 
Ing unclassified comment on the proposed procedures for the spe al 


aircraft program 


rhe program in its present tentative form suffers fr absenet 
procedur s normal itt nd tem Aassistan ] I I Lie ner is 


aircraft evaluation by United States personnel, and as a ma r of practi 
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Brit eertifieations of ispections and flight tests are to be accepted It is 
anticipated that the only cost information that the British will agree to provide 

| be periodic statements of the total cost of each type of aircraft, although the 
FOA is endeavori to obtain agreement to supply a breakdown showing the 
cost of engine, airframe, and airframe components The FOA will not be per 
mitted to verify the cost 

In the final analysis, the United States will pay the British Government $85 
million for a number of military aircraft to be issued to the RAL The United 
States will have the right to verify the number of aircraft supplied, but as a matter 
of practice will rely upon the good faith of the British Government that the plane 
supplied are up to front-line standard approved by NATO and that the prices 
charged are proper 


ECONOMIC AID OR DIRECT PURCHASI 


Therefore, either the program is essentially one of economic aid, in 
which case the intent of Congress appears to have been isnored, or it 
is, as Dr. Fitzgerald has testified, a “direct purchase,”’ under condi- 
tions giving less than minimum safeguard to the United States tax- 
payer, on the expenditure of the $85 million. 

Before leaving this — it might be noted that two of the air 
craft to be financed in part with special aircraft funds had not been 
finally evaluated nae approved by United Stat ‘s Air Force teams; 
another when delivered will have only 12 to 18 months’ service before 
being retired from front-line formations as obsolescent. A third air- 
craft to be financed has a civil-transport version which is numbered 
among the transport planes on which the British place such high hope s 
for the future. To the extent that United States public money is 
used in the production of the military counterpart, it may be fairly 
asserted that we are contributing to the subsidization of a civil trans- 
port designed to compete with our own airframe and engine builders 
as well as operating lines 

Governor Stassen, in testifying before the Senate Appropriations 
Committee on the Mutual Security Act of 1953, said, “IT took two 
policy decisions after I came into responsibility. One was that we 
would purchase no aircraft in Europe that was not evaluated by the 
United States Air Force as being top flight.” 


BUDGET SUPPORT 


According to information received from various sources within the 
armed services, it appears that when the proposed MDAP budget for 
fiscal vear 1954 was being a pared for submission to the Congress, 
the Air Force and the Office of Military Assistance took the position 
that any funds designed to give budget support to other countries 
should be omitted from the overall MDAP and be made the subject 
of spe cific appropriations that would fix and determine the use of suen 
fasicia under the jurisdiction of the Director of Mutual Security 
This position seems to have coincided with the Director’s views 
and appropriation requests for fiscal year 1954 were made to conform 
with this understanding. It is stated that the Office of Military 
Assistance in the Department of Defense and the Air Force have 
since regarded the defense-support appropria.ion and its use as not 
being within the responsibility of the Department of Defense. At 
the time the appropriations were sought, the people in the Office of 
Military Assistance and the Air Force had no idea for what end items 
those funds were to be used 
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In November and December 1952, a British selling mission traveled 
through Latin America with a flight of three Canberras to demon- 
strate the planes and take orders. The British reportedly are con- 
tinuing to offer military jet aircraft to Latin American countries 
including the Canberra which is one of the planes being financed with 
United States grant-aid as part of the special aircraft program admin 
istered by PFOA! 


OFFSHORE PROCUREMENT O} AIRCRAFT 


The offshore purchase of British aircraft had its inception in the 
procurement of a large number of British fighters for allocation to 
other NATO countries. It did not form part of the present RAF 
modernization program, but it does give an interesting background 
against which the present offshore procurement is being more or less 
patterned. Attention is called to the section entitled “Fiscal y 
1953 OSP program.”’ 

The report made forjthe Division of Investigations bv the Gene 
Accounting Office above cited has this to say on thes ibject of offsho 
procurement of United Kingdom aircraft: 


N ‘ 
The policy of purchasing military aircraft from t sritish Governm 
NATO forces arose from a need in 1951 for frontline fighter aireraft. At 
time the United Kingdom ar France were the onl europea ountries 

the technical ability to produce acceptable fighter aircraft 


\ program whereby United States-produced fighter aireraft would 
nished to NATO eountries had the following disadvantages: Problems of 


tenance, replacement of parts, and the development. of overhaul facilit 

It wes believed that offshore procurement (OSP f aircraft woul 
following advantages: Jet aircraft: could be produced in Europe at lower 
cost than in the United States; there would be no stocking of United States | 
for the aircraft: and there would be a simultaneous establishment of er 


facilities 


NATO PLAN 


In July 1952, the North Atlantic Council adopted the plan for the pr 
ment of 1,700 fighter aircraft to cost an estimated $400 millio: The | 
States portion of this program was set, at this time, at 950 aireraft at a cost of 


$225 millior 


FISCAL YEAR 1953 OSP PROGRAM 


On August 12, 1952, the Secretary of the Air Force advised the Secreta 
Defense that the Air Foree was unwilling to be t} procur 
reasons given were that the purchase of Huropean fighter aircratt was 


a political and economic probl m rather than a military tha the pr itl 
was not militarily acceptable, and that the Air Fores icked the pet 
carry out this program The documents relat 
available in Washingtor 

In any case, SRE (the Office of the Special Representative in turope 
Mutual Security Administration) was given the neg 


vgovernment-to-government Dasis 


The Department of Defense has been requested to permit an 
examination of the documents referred to in the General Accoun 
Office report. The request has been denied upon the ground that the 
record has no relevance to the present program and refers merely to an 


internal difference of opinion within the Pentagon. It was furthet 
suggested that no useful purpose could be served by reviving the issue 

Between 1947 and the spring of 1954 the British had sold to Latin A M 
30 Vampires, and 6 Canberra light bomber All of the Canberra r ered to V« 











l Amount of agreement 
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nee the matte! had been amicably settled, the offshore contracts tet 
d all the money either committed spent 
HAWKER HUNTER CONTRACT 
Che General \ccounting Office report continues 
HAWKER HUNTER CONTRACT 
On Jar vy 10, 19538, USAFE received the Hawker Hunter procurement 
| Apr 1953. a co ra rey vy board consistil of four officers in the ( nited 
ates Air I ce CC proposed contract A} 61 (514 332) and approved 
Accorcing to ‘t, the philosophy of contracting with Her Majesty’s 
vernment rather than with a manufacturer is to place the responsibility of 
istering the contract with the British Government This would obviate 
ecessity for United Stat Air Force inspection, engineering, and adminis- 
itive control 
On April 23, 1953, contract (AF 61 (514)-332) was signed by Mr. J. L. Grey 
he Ministry of Supply and Messrs. B. D. Loofburrow and J. B. Leist of the 
r Materiel Command The major features of the contract aré 





1] 








is $140,074,200 to be paid in United States dollars 














hargeable against fiscal year 1953 appropriation. Breakdown is 
165 Hawker Hunter fighters complete as well as technical data 

at $207,000 eact $96, 255, OOO 
Spare parts and equipment 38, 373, 200 
Special tools and ground-handling equipment 3, 220, 000 
Special training aids 2, 226, 000 

Potal 140, 074, 200 
2 Labs agreement is subject to the relevant provisions of the memorandum 
f derstanding relating to offshore procurement of October 30, 1952 
3 Delive ries are scheduled to commence in March 1955, and be completed 
t July 1, 1956 
1) If the unit cost of the planes is determined to be more than $207,000 then 
the ! umber of planes delivered will be less than 465 If the unit cost is less, then 
more planes will be delivered under the contract 
») United States Government representatives have the right to verify 
ertifications made by the Britis They also may verify that end items conform 
{ tandards, drawings, designs and specifications; and that the quantity of end 
ems specified is delivered.” 

We were informed by officials LPFO (London Procurement Field Office 
Headquarters USAFE) that they received very little cooperation from the British 
Ministry of Supply As a result, they find it very difficult to keep informed of 
the status of the offshore procurement contracts which are their responsibility 

COST OF AIRCRAFT 

he determination of the final cost of the procured aircraft will be made by the 
British Government Che LPFO is not permitted to make a verification of the 

ts to determine that the British Government has not made a profit in the 
tra acti ; 

reo . . orand ! tou erstanding and standard-agreement 

fated Oetober 30. 1952. rela t< e United Stat offshore procur 

! ran he | ed Ki ( 
I RI DING ¢ X¢ RECEIP1 

Che cor tion pavable by e United St Governm to iler 
NI (rove! rie ecified it ind idual agreements shall reflect 

e cost Her Maj s Gove! ent of performing the agreements. . 
] | mputatic of anv exce re pts to refunded, the agreements between 
I pear \ Brid ( mittee on Ap} itions and Armed Serv 
sx t Sy i ( tte Armed Services, which w ised on May 30, makes 
thef N1T t nt np 1 btfu ft i of del eri t tt { States fi he North 
Atla Treaty Organization will b It would appear there will be consider sy in the planned 
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we 





the two Governments covered by t] me undur ki a i 
tively and not individually 

This arrangement could also brir 1 t the { at a vf 
United Kingdom Governme1 nm the { er H 
wainst a loss o1 r offs Pe<1)T i 
mong the officials of LPFO that 
ont, a ammunitio ynitr I | | ( 
2 price which thev believe be f pr 
think this was done d ately 1 

Mr. Chilver, As | “ ~ 
f« ed ust RAI 1 | 
felishort ’ 

S fie oO t \ \ 
ren ed st 145.6 f 
actually a f t RA 
fallin U1 1 hk f 54 
to in United K - Stat nm D ) , \ | 
mates 1954-55, paragraphs 5, 7, and |! 
CONDITIONAL PURCHASE CONTRA 


The offshore procurement of British aircraft for fiscal vear 1954 and 
fiscal year 1955 in accordance with the informal executive agreement 
of April 1953, conte mplat sa total expenditure of $210 million overt 
the 2 years for planes under conditions which are classified and cannot 
be discussed Suffice it to Say that the previous history ol offshore 
procurement creates the pattern for, the agreement that may be 
expected Furthermore, an obligation of funds has been autl 
under a conditional contract for the purchase of a considerabli 
quantity of an aircraft that has not yet been, and cannot be, evaluated 
by the United States Air Force for several months to come. Even 
though a deobligation of funds may be made should the evaluation 
prove unsatisfactory, it seems almost certain that the funds havin 
once been committed to the RAF modernization program would merely 
be transferred to another type of plane included in the program 
The United States would have no control over these funds for real 
bargaining purposes 

Like the special aircraft program administered by FOA, offshor 


oO! ec) 


purchase of British aircraft as carried out by the Departmen rt 
Defense seems far removed from normal procurement of the bes 
possibl planes at the best possible prices, W1 hy the best possible ce 
dates Apparently the fact that a given type of Br SI pl n 
purchased at a lesser stated cost than a ¢ Oompa ble | e Sti 
plane seems to justify an acceptance of the quoted Br i n price 
and all other condi ions O| sale that nre imposed Dy\ the vendor 
thermore, the British cost estimates appear to be accepted at fac 
value No attention seems to have been given to thre Proposti bio 
that if the British order for themselves several hundred planes « 
designated type and the United States thereafter places an ord 
several hundred more with later liveries, some effort should be made 
under the “learning curve” oO reduc the unit ] e 0 he Unite 
States purchased planes below the Init Cost oO I Britis eontra 
All of this suggests that FOA and the Department of Defense a 
creat administrative expense are converting what is in reality straigh 
A ike warning cur e’ , rri 
i 1 adju the in 
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dollar aid and British budget support into the semblance of normal 
military procurement of stated end items under the best possible terms 
and conditions 


FOA ATTITUDE 


\Ir. Lincoln Gordon, the Director of the Foreign Operations Mission 
in London, has stated that the financial gap in the Royal Air Force 
modernization program which the United States is being asked to 


eet is essentially a fiscal matter It represents the overall shortfall 
n necessary British funds and in its inception did not identify specifie 
planes for specific purposes. A reduction in United States aid to meet 


the rap would simply mean a reduction in the balanced strength of 
the Royal Air Force which would include aircraft committed to the 
NATO command as well as the planes allocated to the national 
command, 

If it is United States high policy to proy ide the British Government 
vith a fixed quantity of dollars to build up and support their aircraft 
industry, both military and civil (the British maintain that the two 

not be separate d), regardless of the effect upon the United States 
aireraft industry, it might be preferable to make an outright grant 

vid for that purpose. This might avoid complexity, confusion, 
neertainty and continuing commitments that disturb the relations 
wotween the executive agencies and the Congress and lead to inter- 
national misunderstandings 


THE BRITISH MEDIUM BOMBERS 


One of the most important elements and definitely the most costly 
roject in the plan for the modernization of the Royal Air Force is 
the creation of a strategic bomber force capable of delivering the 

\" bomb. The program calls for the development of three types 

medium bombers, the Valiant, Victor, and Vulean. Each of 
these aircraft will be powered by four turbo-jet engines. The total 
force When produced and delivered will be small according to United 
States standards. Ultimate production may be concentrated upon 
2 of the 3 types although production orders of varying sizes have 
been placed for all 3. Present indications are that all of the three 
types may find their way into frontline service. In all probability 

ill deliveries of the programed aircraft cannot be completed in less 
than 3 to 4 years 

lt seems clear that the British determination to include the three 
V-class bombers in the modernization plan did not meet with unani- 
mous or Wholehearted approval on the part of the persons within th> 
Department of Defense who had varying degrees of responsibility in 
onnection with the program 

These differences of opinion which have been reported informally 


t we believe, accurate ly, cannot be freely discussed for security 
LSOnS Llowever, certain considerations of interest to the American 
Lpave ean be tou hed pon 


NEVALUATED BOMBERS 


has been suggested by responsible persons that the size of the 
British bomber force to be created and the probable lead time in 


livering the planes to frontline formations will make this an expen- 
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sive and inefficient project from a military viewpoint and one that 
should not be financed directly or indirectly by United States public 
funds. 

None of the three types of bombers have been tested. evaluated, o1 
approved by the United States Air Force 

One of our general oflicers in the Air Force states that he raised 
the question as far back as the fall of 1952 as to why the British 


should engage in the building of three types of bombers. To the best 
of this same officer’s knowledge, no independent effort was made by 


the United States either b fore, or aiter, aun agreement had been 
reached to finance part of the RAF modernization plan, to check on 
the British manufacturers’ capacity to produce the bombers at a 
reasonable cost or on a satisfactory time schedul 

The development and production of a single type of 4-engine jet 
bomber is a costly enterprise The designing, engineering, testing 
tooling and building of limited numbers of three versions creates the 
most serious production and cost problems 

As prey iously noted in this 1 port, \ ickers-Arn trong, the mak . 
of the Valiant, are developing jct-transport versions of their bomber 
A. V. Rowe Co., builders of the Vulean, are reported to have done 
he Vulean 


considerable work on a commer inl vi rsion of 
(/ Ue stiOns i Olle l 


An aeronautical engineer and aircraft executive with wide foreiga 
experience has this to say: 


We must ask ourselves four questions res} t t« e | ish \ 

1) Are they really necessary as ymbers or are tl | ng r¢ £ 
t ombing force? 2 Are the the est bombers t 1 e put nder the pre 
state of th rt, or does tl sign represe i ! I 
civil use? 3) Can the Bricish afford the very large expenditure involved 
development, production and maintenance of t t nbers ? } should 
| nited States directly or nal ‘tiv contribute { ! bie 1 
ment and production of these bomb 


> 


own industrv‘ 


There is no disposition to question the unrestricted right of thi 


British to design and produce any type or quantity of aircraft that they 
may consider necessary to their national security. It may, however 
be doubted whether United States taxpayers money should be used to 
finance aircraft that have never been evaluated by the United States 
Air Force; may never be committed to the NATO command and may 
never be produced in sufficient quantity I { 

of the moment. 


ime to meet the needs 


THE BRITISH FIGHTERS 


The program for the modernization of the Royal Air Force which 
is so substantially supported with United States grant aid presents 
certain practical and technical problems that merit consideration 

The plan includes an all-weather fighter, the Javelin, and two da 
firhters, the Hawker Hunter and the Swift All three of these air- 


craft are scheduled to be directly financed by offshore procurement o1 
through defense support with grant-aid dollars 

It is obviously not permissible to discuss the « s of these planes, 
but one general statement may be made that ts portant in view of 
United States development ol superson 
It is well known that all of the three British fighters are subson 
None are rated as transonic DY { nited States A Koree standards, 
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it. They are in 
the same class as, and therefore comparable with, the best of the F—86 
Sel 5 They CUnmo be rated on terms of parity with the Ir LOO 


QT | yo 
Ja 


] lio 
Non are capable Ot supersonic speeds ut level Hig 


The Javelin has been evaluated several times by United States Au 


Force teams who have rated it as an undeveloped plane possessing 
vreat potentials within the limitations of its class. Deficiencies were 
pomted out and changes have been made The first production mode] 
is scheduled to come off the line in August or September. The 
United States Air Force is planning an evaluation of the production 


model in October or November Grant-aid financing will depend 
upon the outcome of the evaluation 


\ fy 


The Swift has been flown but neve finally evaluated by the United 


States Air Force. It is understood that our Air Force has no present 
plans to conduct any | irther tests or evaluation The Swift is in 
] if ] } 


limited production and one squadron has been delivered to the 
RAI This SY iadron has since been grounded because of defects 
and production is reported delayed while certain ‘‘fixes’’ or modi- 
heations are mad 


Hawker H inter 


The Hawker Hunter has been flown, evaluated and approved by 
the United States Air Force for offshore procurement. It was re 
garded as the best of the British fighters flown up to the time of 
the evaluation This excludes the Javelin which was tested at a 


later date. A number of modifications were made mandatory for 
offshore procurement. The British have recognized and aecepted 
the necessity for the changes and they have been incorporated in 
the production models. ‘The plane is now in production but apparently 
other difficulties have arisen and it appears unlikely that the first 


squadron of Hawker Hunters will be delivered to the Royal Air 
Force until the latter part ol the yea 


OBSOLESCENT FIGHTERS 


The Javelin, Hawker Hunter and Swift are in the early stages of 


production ull produc tion unde! trv best of condit ons cannot 
be attained for a lon r time Complete delive s of all the planes 
1 DY the United States will take even longe Wisse: ail dey 
uircraft have finally taken theu pian 1 the ontline. the ineontro 
‘ Die faet is that th Vv will be ap] oachi | slescene poremy 
1\ | onie s ndard Ih CO 1 nat : 7 a 
need fighter capable of super hit at Rent Mid 
\n i tl ( osed that even a min +] best. possil 
nee 1 the Br prod . ; ee rena 
Se ee eee eee ee the scheduled 
oe oo [ British f iters lO D irchased offshor 
! he same number ol \* X65’ 
lhe F-86 in its various series is a combat tested fighter that has 
proved highly acceptable within its class. The plane is in full produe 


tion. The Javelin, Swift, and Hawker Hunter are still in the experi 
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mental stage and are a long way from full production. Is it wise to 
finance the development and prod ition OL unpre ved planes which 
when delivered will be obsolescent? If it is determined by high poliey 
to provide fighter aircraft for the modernization of the Roval An 
Force, might it not be wiser to ship from our own production lines 
some thoroughly tested plane, comparable to the new British fighters 


that is in full production and needs no new plant facilities? light 


it not even be possible Lo provide thr Royal Lir Foree with the au 
frames of our more advanced fighters which could be fitted with 
British-make engines 

The point has been made that the British unit costs are lower than 
those of United States planes A United States Air Foree negotiating 
team now in England has recently looked into British costs and on the 


> 


basis of information supplied by the British authorities has found that 
overhead, labor, administrative and materiel costs are comparable to 
United States costs 

Neither the F-—S6 nor the three British fighters will be the most 
efficient and modern fighters by 1958S The F-86, after several years 
of frontline service, will have been superseded in United States An 
Force DY the F—-100 and F—102 and relegated to a reserve o1 specia 
mission service. If the British concentrate upon the construction of 
the Javelin, Hawker Hunter, and Swift, they will not have a moder 
fichter force at the end of 4 vears 


THE MACHINE-TOOL GRA? 


Included in the United States grant-aid to the British aireraft indus 
try was the gift of a large quantity of expensive and specialized 
American machine tools that were in short supply n the United States 
and not available to American industry without priority ratings 

These tools were authorized at the end of a fiscal veal without 
adequate screening; some proved to be unnecessary, ot 
well adapted to their proposed use and a number are still in reserve 
MSA and FOA have failed to make full end use checks and the United 
States does not participate in the revenue derived from the rental of 
the tools by the British Ministry of Supply 

Although this transaction was initiated and the funds committed 
by ECA more than 3 years ago, the details are still so highly classified 
by the Foreign Ope rations Administration, the successor of ECA and 
MSA, that unfortunately they cannot be fully discussed herein. A 


iers Were not 


the request of the Division ol Inve sSLIGALIO the Gren ral \ecour tin 
Office made a study of the machine-tool grant in April 1954 and pre 
pared a report for the Senate Committee on Appropriations. FOA 
was asked to release the report for general p ibhication This request 
was refused. However, a summary of the available data may disclose 


a clue to the motives for a continuation of the highly restricted 
classifications 

In 1951 the United States agreed to supply the British Government 
through grant aid with several thousand machine tools to furthe: 
defense production in the United Kingdom at a total cost of $126 
million. The funds were duly committed and deliveries were made 
over a long-lead-time period, the last tools according to our informa- 
tion having been delivered in March 1954. The tools were consigned 
to the British Ministry of Supply, which in turn distributed them to 
various manufacturers engaged in defense production under terms 
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and conditions which FOA does not permit us to describe but which 
have considerable interest to the Congress and the American taxpayer. 
There is no indication that the British Ministry of Supply is in any 
wav responsible for this restriction on vital information 

Curiously enough, while it is not permitted to mention the total 
number of machine tools procured and delivered to the British 
Ministry of Supply, there is no restriction upon stating that 3,838 of 
these tools were allocated by the Ministry of Supply to the British 
aircraft industry. This distribution was as follows 


For engines 2, 426 
kor airframe 100 
For components 1.012 

otal 3, 838 


These tools are estimated to have had an average value of something 
slightly in excess of $20,000 each, making the total cost for the tools 
allocated to the aircraft industry approximately $76 million. 

The machine tools allocated to the aircraft industry are dispersed 
among the following users 
Kengines 

Armstrong Siddeley Motors 
Rolls Royce 
Napier (English Electric 


Ne Ow 
w~doe nT 


Standard Motor Co 3 
DeHavilland Engine Co. (includes 4 faetories, and subcontractors 

Jos. Sankey, Ltd.; Wayburn Engine Co.; 8. E. Opperman; B.S. A 

Ltd 395 


Bristol Airplane Co. (includes subeontractors: Wellworthy Piston 
Ring Co., Ltd.; Balfour Marine Engine Co x. 1 Shelley & Co., 
Ltd.; Enfield Tool Mfg. Co.; Engineering Productions, Ltd.; Singer 


Motors, Ltd.: Bros. Ltd 317 
Miscellaneous users 28 
Total 2, 426 


Airframe 


Hawker Aireraft Co. (2 factories 118 
Armstrong Whitworth 35 
Vicker Armstrong includes subcontractors Sauders-Rowe All 

Lools, Ltd 56 
DeHavilland Aircraft Co.! 58 
Crioster Aircraft (o.! 51 
english Eleetrie ! tl 
Miscellaneous users +1 

lota 100 
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Components: 


Blade Research and Development (blades) ! 111 
Rotax (starters 84 
Rotol (gear box and undercarriage 89 
British Thompson Houston (turbo starters) ! 103 
Dowty Equipment Co. (underearriages 60 
Geo. Godfrey & Partners (cold-air vents os 
Dunlop Rim & Wheel Co.! 18 

E. M. I. Development Co.! 12 
Farranti, Ltd.! 37 
Folland Aireraft Co.! 11 
J. Garrington & Sons ! 19 
Lockheed Hydraulic Brake Co 21 
H. Lueas, Ltd 51 
Royal Aeronautical Establishment, Farnborough ! 17 
Miscellaneous users ; 321 
Total cuineola, Seen 
Inspections by FOA—U. K. have never been made of these companies. It is not known whether 
subcontracting companies are involved with them, because inspections were the only means used to gain 


information of subcontractors involved 


It is hoped by FOA that an agreement will be reached under which 
the British Ministry of Supply will submit to the United States a de- 
tailed inventory by location of the machine tools. When and if this 
inventory is submitted, a clear picture of the status of the machine 
tools will be available. It is of interest to note that several of the 
above companies are also engaged in the manufacture of civil, govern- 
ment-subsidized aircraft. It has not been possible to determine from 
available records that United States financed machine tools are used 
solely for the manufacture of military aircraft. On the contrary, 
representatives of the Senate Committee on Appropriations have seen 
at least one large American tool engaged in the production of door 
and window frames for one of the new British jet transports. 

Most of the aircraft companies above mentioned are engaged in the 
production of both civilian and military aircraft, engines or compo- 
nents. It is apparent that the American tools are not set aside and 
reserved for purely military production. It would be unreasonable to 
assume, or insist upon, any such restrictive arrangement in plants 
that do not have a single assembly line and are concerned with simul- 
taneous production of both military and civilian end items. 


LACK OF SCREENING 


At the time the machine tool grant was approved and the funds 
committed, no satisfactory screening as to possible end use and utiliza- 
tion was made by ECA. An adequate screening check would have 
made it difficult to obligate these funds before the close of the fiscal 
year. Actually over 90 percent of the money committed for the pro- 
curement of the machine tools was obligated on May 31, 1951, 1 month 
prior to the close of the fiscal year. 

The details of what happened to all the tools is also highly restrieted, 
thus preventing a public evaluation of the manner in which this pro- 
gram was conceived, negotiated, and administered by ECA, MSA 
and FOA. However, it may be stated that: (1) when the tools were 
delivered in the United Kingdom, it was found that there was a sur- 
plus, (2) some tools were not well adapted to the proposed use, (3) in 
at least one case tools valued at several million dollars could not be 
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ised because the plant for which they wert intended had not been com 
pleted, (4) as of recent date a substantial number of the tools are in 


reserve and are not needed for defense purposes, (5) MSA and FOA 
have not made full end use checks of the tools in operation, (6) the 
United States does not share in any revenue that may be received by 
the Ministry of Supply from manufacturers for the use of the machine 
tools allocated to them, (7) notwithstanding indications of improper 
and nonutilization of the machine tools, no concerted corrective action 


taken by KOA unt | the middle of 1953. (S) as of \iay a 1954. no 


ment v ith hie Brit sh) revar( ne the Us and disposition ol 
th machine tools had been executed 4) the agreement which has 
apparently been approved by both sides and is awaiting execution 1s 
open to question from the standpoint of protecting the best interests 
of the American taxpaver, (10) at the time this transaction was origi 
nated, it was regarded largely as a device for put ing dollars into the 
British economy by picking up the checks for something the British 


had already ordered, and (11) since the Ope ration was treated essen 
tially asa form of balance of payment assistance only a limited amount 
of time or attention was given bv MSA and FOA to the allocation, use 
isposition of the tools once they had entered into the British 


l 
j 
ana a 
CCONROMY 


CONCLUSIONS AND RECOMMENDATIONS 


| Foreign aid is being used to build up and fortify the productive 
facilities of other countries to the detriment of United states strategy 
Haustries Spe ( fhe ally, ( nited States taxpavers money is Ly nye used 
o support, directly or indirectly, the British aircraft industry whicl 

heavily subsidized bv the British Government 

The preeminence which the United States has enjoved in inter 
national civil aviation is based upon the initiative and competition 
OTE rated by the free enterprise System This position of preeminence 
and the stability of the aviation industry are of paramount importance 
to this country. They should not be imperiled by contributing to the 
support of the British aircraft industry 

Il. The United States aircraft industry is made up of three eom 
poneot parts all interdependent upon each other 

| The engine makers 

2) The airframe builders 
}) The domestic and international airlines 

\ program which endangers any one of these elements threatens the 
vell being of the entire int erated imdustry The facet should not be 
overlooked that thousands of small component manufacturers have a 
vital interest in the continued stability, prosperity and expansion of 
the United States aircraft industry operating within the framework 
of the free enterprise system 

lll. If the United States desires to maintain close relations of 
mutual esteem and respect W ith valued allies, we should recognize the 
imperative need for frank, realistic, and hard trading in the extension 
of our foreign aid. Any concept that the United States can only 
exercise world leadership and hold allies by providing money on terms 
laid down by the recipient nation is unsound and contrary to the 
best interests of the United States 

IV. The effect of the grants in aid to the Roval Air Force was to 
release British budgetary funds for the continued subsidization of the 
commercial jet development program 
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V. A great nation capable of embarking upon a long-range and 
costly program lirgely financed by government to obtain mastery of 
the air in commercial transportation should be able to produce without 
foreign aid the military aircraft necessary for its national defense and 
the fulfillment of its obligations to the North Atlantic Treaty Organi- 
zation. This is especially true since large quantities of dollar foreign 
exchange are not essential to the production of British aircraft 

VI. The administrative judgment exercised by ECA, MSA, and 
FOA is open to serious question in connection with: 

The obligation of funds at the end of the fiseal vear for the 
procurement of several thousand expensive machine tools without 
proper screening or end-use checks 

(2) A failure to keep track of the distribution, use, and ultimate 
disposition of the tools for a long period of time after they were 
delivered to the Ministry of Supply 

(3) A failure to inspect the tools at the British factories to which 
they were allocated 

(4) A failure to negotiate any agreement with the British Ministry 
of Supply regulating the use and distribution of the tools for a matter 
of nearly 3 years. 

(5) A commitment to finance the procurement of British military 
aircraft that have not been evaluated or approved by the United 
States Air Force and some of which will be obsolescent when 
delivered. 

(6) A commitment to finance substantial quantities of a British 
military aircraft that will have only 12 to 18 months front line service 
after delivery before it is scheduled for retirement from the front lines 
(7) A commitment to enter into offshore procurement contracts 
for two British military aircraft with the British Ministry of Supply 
instead of the manufacturers, thus making it impossible to control 
costs and to impose other essential conditions of production normally 
required in defense procurement contracts 

VII. The programing, procurement, and financing of all aircraft 
required by the Mutual Security Program should be decided and 
managed by the United States Air Force. The appropriations, if any 
for foreign aircraft financing should be included in the funds allocated 
to military aid and should not be divided between the Department of 
Defense and Foreign Operations Administration. The present pro 
cedure which permits the Foreign Operations Administration to get 
into the business of programing and financing British aircraft 
independently of the United States Air Force lends itself to the 
distortion of military aid by civilian policymakers in an effort to 
attain political and economic objectives through the use of ‘defense 
support” or “direct forces support” funds 

VILL. The British fighters being financed with United States grant 
aid as part of the Royal Air Force modernization program are still in 
the experimental stage and are not yet in full production. None can 
fly at supersonic or transonie speeds in level fly ah t according to United 


States Air Force standards 
] 


IX. The executive agreement reached at Paris in April 1953 regard 
ing future support for the modernization plan of the Royal Air Force 
should have been fully disclosed to the Congress when the first ap- 
propriations were requested. The formula adopted for seeking the 
necessary funds was misleading and the manner in which the formula 
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was later carried out was contrary to the intent of Congress to limit 
the amount of economic aid to the United Kingdom. It has led to 
confusion, undesirable division of administrative responsibility and 
decisions, the wisdom of which are open to serious question. 

X. It is assumed that when the British Government spokesmen 
advocate “trade not aid” they mean the interplay of free competitive 
forces and not a method of obtaining a privileged position through the 
use of Government subsidies indirectly financed by the United States 
taxpayers. 

XI. If high policy decrees that United States grant aid should be 
continued in support of the British military air budget, it would be 
desirable to explore with the appropriate technicians and policy makers 
the possibilities of supplying the British Government with the air- 
frames of our latest types of fighters in which British-make engines 
could be readily installed. This formula, if feasible, would appear to 
be preferable to the present program for the following reasons: (1) 
The combination of United States airframes and British engines should 
result in truly supersonic fighters far superior to the Javelin, Hawker 
Hunter, and Swift. (2) United States grant aid would not be used 
to build up production lines in the United Kingdom to turn out planes 
that are not comparable to the suggested United States-British com- 
bination versions. (3) United States taxpayers’ money would be 
used to strengthen our own aircraft industry and make jobs for 
American workers instead of contributing to the British program for 
civil jet expansion. 





EXHIBITS 


EXHIBIT | 


Excerpts of an article entitled “Our New Airlines” in the British 
magazine Aeronautics for March 1953: 


Every Britisher today is proud of our new civil aircraft With almost drat 
suddeness we have k 


en the world ad t lesign of passenger airplanes a 











a long period of di ( S leed ’ a we 
declared in the vear ed ‘ t} field 
aeronatuical design, that the British aireraft industry w ld never be abl 
rival its competitors on the west side of the Altantic Hi has this seeming 
revolution been brought about, and who has been responsible for achieving it? 
Whatever the erities of gove ment departments like to sa there | } 
that it is a brilliant result of that peculiar and typically British collaboration b 


tween the state and private enterprise and something which neither partner could 
have done without the aid of the other 
* x ‘ ‘ ‘ ‘ 

The development of our postwar civil aircraft offers a striking illustration of 
the result of collaboration between government and industry, and there is littl 
doubt that a method has been evolved for the development of civil transport 
aircraft which offers tremendous potentiality for the future. There is no questi« 
of leaving it at that or of resting on our laurels. The place of aeronautical di 
velopment shows no signs of slackening and everyone concerned is convinced that 


we must press on with the development of new civil designs if we are to hold the 
position we have now won. The organization which has been described in tl 
article is being used at the present time to work out new specifications and, as it 
used, being improved. One particular direction in which this is being done 


by insuring that research workers and development engineers are kept fullv i 
formed of civil aviation needs, since before the next big step in civil aircraft desig 
can be taken we must exploit a number of new ideas which as vet are a long wa 
from practical use 

Meanwhile, our immediate national task is the production of the existing desi 


Can we achieve it in time to satisfv the ever-growing list of buvers? The applica 
tion by the government of superpriority to the Comet, \ vint, and Brittania 
should materially help the aircraft industry in its job and there is every sign t 


it will be done. 


Exutipir I] 


Release issued by Capital Airlines, June 3, 1954 


J. H. Carmichael, president of Capital Airlines announces the purchase fron 





Vickers-Armstrong of 3 Viscount airliners powered by Rolls Royce turbopropeller 
engines. Capital Airlines has, in addition to these 3 aircraft, taken an option 


37 additional Viscounts. The delivery of the first three Viscounts will be made it 


the first quarter of 1955 Immediately upon delivery the Viscounts will be placed 


into scheduled service on some of Capital’s more important routes The valu 
of the total order of 40 airplanes would represent $45,000,000 including spare 
equipment and inventories Che Viscounts will be the first turbopropeller pow 


ered aircraft used in scheduled service in the United States 

The Viscount is the world’s first turbopropeller powered airliner and has beer 
proven in flight by many of the world’s great airlines. Capital will be the first 
United States carrier to place the Viscount in service. Trans-Canada Air Lines 
will inaugurate scheduled Viscount service in Canada in the next few months 


9 
oo 
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Exurpir IT] 


Excerpts of testimony given before the Committee on Foreign 
Affairs of the House of Representatives by Dr. Dennis Fitzgerald, 
Deputy Director of Operations in the Foreign Operations Adminis- 
tration relating to the British special aircraft and defense support 
programs. 


Mr. Vorys. There is a clear legislative history that the defi support for the 
United Kingdom was not to exceed $20 million 

We find in the fiscal year 1954 program: Direct forces support $85 million 
mutual defense support, $115 million, of which S60 million was seetion 550 sales 
proceeds, so that the mutual defense suppor vas 355 Cher s SS5 
million and $55 million, totaling $140 million, and ther proposed $75 mill 
direct forces support, which might be considered somethi like defense support 


for last year 
Could we have an explanation of why the obvious 
support to Britain was ignored 


Mr. FirzGerRaub. Mr. Chairman, I’ll be glad to 

First of all, on the $85 million, sir, the request of t ad tration was for 
$100 million of assistance to be provided fo <1) ficall e RAI Chat 
reduced in the process of congr nal consideration. to $85 mn. and that is 
specially earmarked and provided f one of the s ms of the legislation I 
don’t happen to remember t rie ( That is. tl SR5 

With regard to the defense suppor tt IStor of the le ition as indicated 
by the chairman is obviously correct The final obal regional appropriation 
under section 541 amounted to $220 m If o is it the redu 
in the earlier proposal should have been prorated, the amount available for 
United Kingdom under section 541, under the reduced appropriation, would be 
$73 million As the chairman has indicated, the amount a ‘ ide availal 
under section 541 of the legislation, wa ) ol I su] rt I 
addition, as the chairman has indicated, in add to S55 
available to the United Kingdo inder section 541, and wit he $220 
appropriation for that sectior is alst ide ava e pro 
visions of section 550 an additional $60 m. We ha id! to the United 
Kingdom, as directed b he ¢ r inder the pr f section 550 S60 
million worth of surplus agricultural co oditic r} 
United Kingdom represent additional ex] 
i ( wh ) ( i t ed 
it the time that t ( d i i 

| pie ll I lire LVé ( ( ) ors () ve Tf 1 
tl of the places where that progra 1 be p ( 1 and where add 
tional agricultural commodities could be shipped was the United Kingdon 

We made these sales ! for loca ( rre cv to the | nited Ix lor tnd, as & Conse 
quence, $60 million worth of pounds were available for us 

The priority use which we felt those pounds should be used for was for further 
expansion of United Kingdom military effort, particularly their air fores 


The total of $66,250,000 is made up of $5 million allocated to 
United Kingdom overseas territories projects and $61,250,000 allocated 
to the British defense budget including $14 million specifically allotted 
to the British military air program 

As of April 30, the latest date for which such information is available, 
dollar disbursements to the United Kingdom under section 550 
amounted to $26.5 million. 

As of April 30, the latest date for which such information is avail- 
able, section 550 sterling in the amount of £5.5 million ($15.4 million 
had been deposited to the account of the United States disbursing 
officer in the United Kingdom. 

No releases have been made to the British Government 


1 On June 11, FOA reported that as of that date, procurement authorizations in the amount of $66,250,000 
had been issued to the United Kingdom under the provisions of sec. 550 of the Mutual Security Act 
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Dr. Fitzgerald was incorrect in stating before the House Foreign 
Affairs Committee on May 14 that all of the above mentioned com- 
modities had been sold. A considerable amount is still unsold. Due 
to the established procurement procedures that result in a time lag 
between actual purchases and claims for reimbursement by the British 
it is impossible to tell what the present status is with respect to several 
of the commodities 

The current position is reported thus: 


P 

i 

‘ FOAr 

1 
20), Ca | tly I uch 
K Pr 
( ( I 
1 

t & ( Ila } ] 
B None has t 
( fl Probably a j 


The beef is being held against a possible price fall in the United 
States market. Domestic meat has firmed up and the British im- 
porters will not pay current United States prices. It is proposed 
to extent the procurement authorizations until the autumn 

One must conclude that Dr. Fitzgerald was inaccurately briefed on 
this subject prior to his appearance before the House Foreign Affairs 
Committee. 


Mr. BuruLeson. Mr. Chairman, may I[ ask a question at this point? 

Mr. Fitzgerald, when vou say additional, vou mean over and above normal 
narkets? 

Mr. FirzGeraup. Yes, sit 

Mr. Vory Is that the end of your explanation? 


Mr FiTZzGERALD Yes, sir 


\ir. Vory There is nothing sacred about this Security deletion.]| Nothing 
is Clearer in the legislative history of this bill than that the mutual defense support 
rr the United Kingdom ecouldn’t conceivably exceed $20 million any way vou 


‘ 
gviure 


\ir. Jupp. If the gentleman will vield, Dr. Fitzgerald says if it had been pro- 


rated it would ha heen about $73 million, but as I understand it, there was a 
pr bition against prorating it I mean it was the will of the Congress that it 
ot be prorated That was specifically made clear. The fact that it wasn’t 
prorated te as mut as it might have been on the basis of the past, doesn’t 

st inv prorating at all in! Opinio 

\lir. Vorys It is perfectly lear t me that if the committee or the Congress 
wants to limit eeonomie aid to the United Kingdom, thev have got to do it by a 
specifie prohibition We have alwavs in this legislation attempted to avoid 
al ng the amount co trie should get and naming countries that should not 
get support and we were able to defeat (security deletion), over on the floor last 


il largely by arguing that it was not sou d legislative policy to either play 
favorites or to blackmai intries by name in this legislation, but it is perfectly 
obvious to me that the only way the Congress can prevent economic aid at least 

United Kingdom, if that is their wish, is to prohibit it specifically and name 

( ntry 

Mr. Jupp. I wish they would submit for the record, Mr. Chairman, a compari- 
son of what they actually did under the current year’s legislation and what was 
set forth as the Congress’ will in this table on page 32 of our committee report, 
wl 


} 


here we took the whole $200 million and broke it down, (security deletion), and 
so on Then the Congress added $20 million to it, which could be used for the 
United Kingdom 
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Where did they get the $55 million? Out of which other countries was the 
$55 million taken? 

Mr. Firzceraup. The extra $35 million, I believe 

Mr. Jupp. $35 million, that is right. 

Mr. FirzGeratp. I would have to go through the detalls 

Mr. Vorys. The Appropriations Committee having 
authorized by this committee only $20 million, it is stret 
that they meant all of that for Britain, so that I am giving t 
to any conceivable interpretation of congressional intent when I suggest that 
$20 million was authorized for defense support for Britain \{ more rational ex- 
planation would be that only a percentage of that $20 million should be allowed 
to Britain. 

Mr. FirzGERALp. I was going to say, Dr. Judd, that one of the items listed in 


rone over the amount 
rit pretty far to sav 


e outside limitation 





that table which vou just read, was Austria $20 millior We as it turned out, 
the Austrian economic situation improved so m \ t ri hs succeeding 
these hearings a vear ago, that no aid was necessary to Austria, during the current 
fiscal vear, so a partial answer to vour question would be that of the additional 
$35 million, $15 million was available by virtue of the lack of necessitv for making 
any assistance available to Austria last vear. 

Mr. Jupp. That again illustrates, if I may p | | how com] l 
unreliable many presentations to us ar We went ahead on the basis of the 
presentations last vear and had thi part put uw It in the rv first paragrap! 

“Austria requires economic assistance because nearly ne-third of the ¢ ntry 
is occupied by Soviet forces under conditions whic prevent Austria from gett 
on its feet economically It is essential that the United States continue to support 
the Government of Austria so that Austria can cont ‘ 

You see, we were told |: vear that A i ( ree hat vy ga 
first priority It was possible for it to get on its feet economically 

We provided $20 millior It would have been pla ble to cut it $2 milhon 
or $5 million or even $10 million But, to cut from $201 yn to zero in the las 


10 months is an extraordinary performance 


Exuipir lV 


EFFECT OF BRITISH GOVERNMENT SUBSIDIZATION OF COMMERCIAL JET 
TRANSPORT DEVELOPMENT UPON THI UNITED TES AIRCRAFT 
INDUSTRY 


The following comments are taken from conversations with a num- 
ber of well-known American aeronautical engineers and aircraft- 
company executives: 

It is very probable that the British feel incapable of supporting their military- 
aviation program because of their efforts through the development of commercial 
jet aircraft to obtain command of the air in the field of passenger and freight 














traffic All the known facts suggest that through large-scale contributions to 
the British Air Force budget and the offshore procurement of British all-weather 
fighters, the United States is unwittingly subsidizing the British civil aircraft 
industry If this proves to be true, then Congress is doing for the British civil- 
aircraft industry what it has refused to do for our ¢ manufacturers rt 
might well have serious repercussions in various directi e future 

' 

There is a real shortage of military transport and cargo car he U1 1 
States. The existing commercial fleet that is subject to assimilation in the air 
transport command in case of hostilities is not only numerically insufficient but 
is rapidly becoming obsolete since all of these planes are of the piston-propeller 
type. The necessity for maintaining a substantial fleet of large planes with the 


latest powerplants capable of transporting considerable bodies of troops a long 
distance in a short time is admitted by the Depart nt of Defense. There is 
a failure to support our own aircraft industry in the development of this type 
of plane to meet an evident need. At the same time we are contributing largely 
in the building up of the British aircraft industry, both military and civil. This 
should be a matter of considerable concern, If this policy is continued its effect 
upon both large and small business in the United States might be very serious. 
* * * * * * * 
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lhe technical superiority in the aircraft industry can be overcome by actual 














flving experience ‘he only advantage we have over the British at the present 
is our technical know-how and equipment. The British are gradually 
( pensating for this by flying planes as they build them, learning the hard way 
and profitir by their experience This is an extravagant and inefficient tech- 
nique, according to our standards, but they can afford to apply it with Govern- 
ment aid and it is rapi ilv closing the gap between their lack of know-how and 
our ! re advanced skills The British have the advantage of a fully subsidized 
1 vordinated 1 onal program, a sort currency and a very generous warranty 
progran For example, in the purchase of a certain British plane the engine- 
maker | either (1) guarantee the engines for a stated number of hours before 
overhauling and will make good any overhaul at the end of the stated period 
that exceeds specified jobs ordinarliy chargeable to the purchaser, or (2) make an 
overhaul at any time at a fixed cost per ho ir of operati ym. Accordingly, the plane 
purchaser KI! W l advance what |! engine maintenance cost will be. This 
cor tutes an excellent promotion twist as part of the British national program 
to pu { sales of their aircralit The er inemakers in this country have not 
a et had to meet tl competitic and it is not certain that they could afford 
} j 
* + * 
A ur ! ( t ( ruction and testing of the 
e i pro t i \ ea Lircra l the Unit 1 State mist 
} { ‘ Let i | 1 Kingdom tl s la ly 
I ( e Un { Kingdom pro nent of civil 
and i ‘ ‘ M S irried o ind 
{ r 
* + + 
| ential to certification and ery expensive The average 
ransport can run as high as $7,000 per hour The 
( progratr I ! me ofr ¢ I irge commercial transports ¢ 
< ( on j j wn irs of a al fi ne : 
iw SO s U rré | ( i in 1955 authori 1 th 
of 812.500.000 for t 1 ment of turbir uircralt spce cath 
i Lie ( gr is failed to ppro 
i 1 f { ! ’ I 1 i On t other hand 
; 1 opm with foreig) | 
l i 
\ f need ( I r ire plac for 
i ! 1 growth of business, new route 
uircraft and the abilit fa en airline to pay the pur 
at a par ar time lor example, under our present 5-year amortiza 
t program for transport planes that mee itary requirements and can be 
es of emergens t is obviou hat the purchaser of the plan 
| for a new plane by the end of the 5-vear period The 
u rers DOOK order! tl the ¢ ing of the available market, both foreign 
and domestit f one manufacture! able to get into the market with a new and 
di ible product at a propitious time, it is possible either to deplete or saturate 
tl market so that it becomes extremely difficult, if not impossible, for any 
competitor to sell a comparable aircraft for an indeterminate time. The intro- 
duction of a new and efficient plane almost compels competing airlines to purchase 
tl v plane or one comparable to it in order to maintain a position in the pas- 
senger trade This wa ! when the Constellation and Stratocruiser were 
brought out Even the British lines, much against their will, and wishes of the 
Ministry of Supply, had no alternative but to buy these aircraft. 
* ‘ + ' ‘ * ‘ 


There is a relatively limited market for planes of the type of the Comet ITI, 
Vickers 1000, and projected American transports Every Comet that is sold 
necessarily reduces this limited market and makes it that much more difficult for 
any American manufacturer who may have developed a similar tvpe of plane to 
sell its product. Once the British aircraft industry as a result of national subsidies 
has introduced its aircraft on a substantial scale, the purchasing airlines will have 
to change over from American techniques, maintenance, and spare parts to the 
British requirements, and it will be a large undertaking to bring them back to the 
American products no matter how good they may be 





& x * * * * . 
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The importance of the aircraft export market should not be minimized. United 
States manufacturers just about break even on-their domestic sales. We cannot 
afford to lose the export market to the British without endangering our own 
industry. 

+ 7 * * * * * 


Any offshore aircraft procurement, whether commercial or military, helps to 
weaken our competitive commercial position as that permits the “know-how” 
personnel to carry on by means of United States financial help of which tremendous 
amounts are being invested in the Vickers Viscount and Comet 

. * * * o * * 


The following formal comments have been received from various 
individual airframe and engine manufacturers: 
Gen. Joseph McNarney, president of Convair: 


Obviously our company has been hurt by British competition to the extent 
that the Viscount turbo-prop is competitive with the Convair-liner which is the 
only two-engine commercial transport currently being produced in the United 
States. 

We believe that the question as to whether the United States should support 
British military aircraft program is a matter entirely of military and State De- 
partment policy, the intention of which is the support of the NATO program 
As to safeguarding limitations, we suggest that contractual precautions be taker 
with British manufacturers to insure that funds allocated for military procure- 
ment are not allowed to filter into commercial development. In particular, 
safeguards should be imposed which would prevent commercial development beir 
included in general overhead wl ich could then be applied to the direct cost of 


military procurement. Such safeguards have always been included in Govern- 
ment contracts with United States manufacturers 
a * * * * * + 


Mr. E. B. Newill, Allison Engine Division of General Motors: 


We feel that recently placed contracts for British equipment using tur 


power plants have definitely taken business from the American manufacturers 
who have been serving these customers. The British manufacturers have re- 
ceived powerful assistance from their government and it seems out of order for 
United States funds to be made available and thus further subsidize the British 


i 
effort This is to the disadvantage of both American airframe and engine pro 
ducers. 

* + + « « + + 


The Lockheed Aircraft Corporation: 


The off-shore purchasing program and the consequent expenditure of United 
States Government funds in large sums with the British aircraft manufacturers 
has obviously served to strengthen that industry competitively in world markets 
for both conmercial and military tvpes against United States manufacturers 

The development, production, and sale of advanced type transports by British 
aircraft manufacturers has been made possible, to a large extent, only because of 
the financial support of the British Government to these British manufacturers. 
Although it would be difficult to show that United States Government activities 
mentioned above resulted in United States dollars being used directly to support 
British aircraft manufacturers commercial activities, nevertheless, the providing 
of such funds does relieve the British Government from the necessity of providing 
comparable funds from the British treasury. 

This results, in effect, in indirect subsidization of the British aircraft manu- 
facturers commercial transport development and sales activity by the United 
States Government, placing the British in competition with United States aircraft 
manufacturers who are unsubsidized in this field of activity. 

It should be made clear that although the above conclusions as to the effect 
of a United States Government policy adversely affecting the competitive ability 
of United States aircraft manufacturers are sound, it should not be inferred that 
we are critical of such United States Government policy since we are not in a 
position to judge the relative merits of the broader national interests which may 
well be involved in such a policy, compared to the national interest of maintaining 
United States supremacy in the field of air transport manufacturing. 

It is, nevertheless, well established that it has been a well defined, consistent 
and planned objective of the British Government since the closing days of World 
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War II to achieve, regardless of costs to the British taxpayer, the eapturing of 
and the important world 





field of air transport manufacturi 


5 tual experience in competition, has in many instances 
the British Government objectives and extreme means to 
Government will go to achieve progress toward their objective. 
h Government resulted in specific instances in the 
yusiness by this company 
ve are in addition to those referred to, and affected 


re of United States Government funds in purchasing British 





The president of one of our largest aircraft manufacturers who 
desires to remain anonymous: 


Since we have not to this date attempted to sell a civil jet transport, we car 


t 
not elair that we are hurt by British competition in either United States or 
foreign markets However. the extent to which Britain is making sales now in 
the foreign marke will reduce the total demand and will establish their posi 


tion competitively and to our detriment should we offer a civil jet transport for 


sale to foreign customers Should Britain actually sell to United States air 
Line the same situation would then exist in domestic markets 
We beheve that support of British military aircraft programs must be de- 


cided on basis of mutual military need. We do not know of a practical way to 











give such support without indirectly freeing some British funds for transport 
development, short of denying support as long as any British Government funds 
are channeled into civil transport developme! 
Exuisit \ 
OFFSHORI PROCUREMENT 
UNITED STATES GOVERNMENT, 
Ap il es 1 WA, 
() ( ( rand 
| ( Bail Director, | ted States GAOQ—European Brancl 
| J. Lippman, Fra rt 
Subiect Background of ( tiAatio on Hunter Hawker contract 
As vou req ed, I am submitting certain information concerning the back 
round of negotiations leading to t purch of Hunter Hawker aircraft frou 
the British Gover ent by United States Air Forces, Europe 
1. The plan to purchase European fighter aircraft and to equip the NATO 
forces with s aircraft stemmed from the deficiency in frontline dav and all- 
weather interceptor aircraft to NATO forces NATO military commanders 
lered tl f ) critical of all equipment deficiencies This 
i Vas fu a ravated | the low level of Europea production ot 
et ter ptor and t > inabdbuitv of the | lropean aircraft industry to meet 
NATO i objectives out of curr t productio 
>. In di oping a plan to meet this situation United States authorities were 
i 1 with two alternatives: | ted States-produ 1 fighter aircraft could be 
I lt NATO countri the offshore procurement program could embrac¢ 
e purchase of European-produced planes 
| a rnat excluded any pla for the NATO eountries to prod ee 
and p their own air forces since, by the end of 1951, it had become apparent 
at the European production of up-to-date jet interceptor aircraft would not 
aterial without United States help in support of an integrated Europea 
roduction program. The United Kingd and France were the only countries 
vith the technical ability to produce able fighter aircraft and France did 
not have the financial ability to undertake such productio 


1. Certain disadvantages appeared obvious in any program to provide United 





States planes Problems of maintenance of United States planes by European 
untries unfamiliar with the aircraft, the replacement of parts and the develop- 
ient of overhaul facilities were among such disadvantages In addition, there 
ould be the problem of establishing a European production for thousands of 
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different spare parts and components for United States-type equipment rhis 
would be further complicated by the difficulty of determining for which item the 
cost of setting up a separate source in Europe would be justified 

5. On the other hand, certain advantages, it was felt, would obtain for the 
offshore procurement of fighter aircraft Acceptable fighter aircraft were being 
produced by several NATO countries. It was anticipated that jet aircraft could 
be produced in Europe at lower unit costs than in the United States, the establish 
ment of production sources in Kurope would mean the simultaneous establishment 
of overhaul facilities, and finally there would be no necessity for stocking United 
States parts for the fighter aircraft 

6. As a result of the foregoing considerations the United States representatives 
to the North Atlantic Council proposed that the international staff of the Council 
prepare an integrated plan for aircraft procurement by all members. The Council 
supported this proposal and in July 1952 adopted the recommendations of the 
international staff which called for the procurement of 1,700 fighter aircraft 
amounting to an estimated $400 million. The United States portion of this 
program was set at this time at 950 aircraft, amounting to $225 million 

7. With the fighter aircraft schedules for offshore procurement the question 
arose as to which United States ageney would have the responsibility for 
implementing this program. On August 12, 1952, the Secretary of the Air Force 
advised the Secretary of Defense that the Air Foree was unwilling to be the procuring 
agency because the purchase of European fighter aircraft was considered a political 
and economic problem rather than a military one, because the program Was not 
militarily acceptable and because the Air Force lacked the personnel to carry out 
this program, 

While the records available at USAFE do not provide any further amplification 


of the position of the Secretary of the Air Force, there is evide e in the files to 
indicate that a controversv had arisen at this time between USAFE on the one 
hand and SRE on the other. USAFE’s position was that from a military point 
of view the procurement of completely supported aircraft was necessary; that is, 


a lesser number of aircraft should be procured but that these should be purchased 


with the necessary ground and airborne equipment to make the planes fully opera 
tional at time of delivery SRE S position 
number of planes should be procured without regard to supporting equipmer 

The Department of Defense ruled in favor of USAFE’s position; however, the 


Air Force was advised at this time that it 









pears to have heen that a maximur 
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sibility since this responsibility rested with SRE on a government-to-government 
basis. 

8. At a meeting in Paris of top defense officials a plan was established for this 
procurement Mr. Nash (Assistant Secretary of Defense Mr. MeNeal (OSP), 
Mr. Gilpatrick (Office of Secretary of the Air Force), General Cook (USAF), and 


Ambassador Draper (SRE) attended this meeting and developed the following 


It was agreed that an Air Force evaluation team would be sent from the United 


States to test and recommend the procurement of specific European aircraft On 
the basis of the report of the evaluation team, SRE would recommend to the Sec 
retary of Defense the aircraft to be purchased. The Secretary of Defense the 


would issue a procurement directive to USAFE covering the description of the 
aircraft and terms of purchase. The contract was to provide that all contrac 
administration be performed by the producing government 





9. The evaluation team, the “‘silk team,’’ arrived in September and made its 
report in November 1952, recommending the purchase of Hawker Hunter and 
I . o = . 
Mvstere fighter aircraft. During December 1952, USAFE was advised by 





United States Air Force that the responsibility for contract negotiations and the 
implementation of the offshore procurement aircraft program had been assigned 
to USAFE. 

10. On January 10, 1953, USAFE received the Hawker Hunter procurement 
directive A team of procurement specialists arrived from Air Materiel Command 
and negotiated the contract with the United Kingdom for the purchase of 465 
aircraft amounting to $140 million. 

The above information summarizes, in a brief fashion, certain data available 
in the files of the Procurement and Production Division, USAFE. However, as 


l } 





pointed out in my memo of March 5, 1954, this program was developed on the 


NATO Council level and negotiated by Ambassador Draper and General Smith 
of SRE. Complete details on the background of negotiations are available at 
R 


USRO in Paris and in London. 





